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FOREWORD 


The arrival in Madrid of Prince Juan Carlos de Borbén, son of the Spanish 
pretender Don Juan, failed to reduce the tension between Monarchists and 
Falangistas. Franco obviously hoped to unite the warring factions by 
proclaiming a Falangista monarchy, but this hybrid solution, reminiscent of 
Mussolini's Italy, seemed to the Monarchists to reduce their King to the 
status of a tool, while Falangista elements circulated anti-monarchist 
pamphlets on the streets of Madrid. On the international scene, Spain applied 
for permission to send an observer to the United Nations, a request likely to 
be granted, while Spanish dairy producers began complaining of competition 
from U.S. gift programs. In Portugal, the United States was avoiding such 
complaints by teaching local milk producers how to raise the quality of their 


milk. 


Improved trade conditions in Mexico have been offset by serious floods in 
Sinaloa and in the Mexicali area. In the Bajio region of Guanajuato, severe 
frosts have damaged the important strawberry industry. In the gulf state of 
Veracruz, bananas and other crops have suffered from the cold wave. 
Unaffected by the weather, the silver and shrimp industries flourished. The 
vigorous action of the U.S. administration has made the wetback problem 


disappear from the news. 


The Guatemalan regime of Castillo Armas is faced with an internal unrest 
stimulated in part by the decline of coffee prices. An armed revolt at La 
Aurora airfield was stifled, and one of the leaders, Colonel Elfego Monzén, 
was exiled and at the same time rewarded with the promise of a diplomatic 
post. Castillo Armas is attempting to revive the country's shaky economy by 
offering facilities to foreign investors. Ex-President Arbenz has disen- 
tangled himself by recovering his Swiss citizenship, but his plan is probably 


reculer pour mieux sauter. 


El Salvador remained aloof in the tussle between Nicaragua and Costa 
Rica, but the 1956 elections are already causing popular ferment. It may be 
that the time is propitious again for El Salvador to promote the ODECA plan. 
In Honduras, the "constitutional dictatorship" of Julio Lozano Diaz has 
consolidated itself and won widespread recognition. 


The squabble between Nicaragua and Costa Rica has disgraced Latin 
America, but at the same time increased the prestige of the United States and 
of the Organization of American States. The Guatemalan episode had apparently 
confirmed the suspicions of large sectors of the Latin American public that 
the policy of the United States was to support dictatorships in Latin America, 
but the U.S. Government now did not hesitate to show that its sympathies lay 
with liberal Figueres of Costa Rica, and not with Somoza, the strong man of 
Nicaragua. It may be that the patent preferences of this country were 
displayed in order to offset some of the animosity aroused by the Guatemalan 
affair. The 0.A.S. commission, headed by Ambassador José Mora of Uruguay, 
acted quickly and effectively, elthough Figueres was disappointed that it did 
not denounce Somoza in sufficiently specific terms. 


The assassination of President Remén of Panama and the subsequent 
indictment of his successor, Vice-President José Ramén Guizado, on charges of 
plotting the murder in order to seize power, seemed more appropriate to 
Chicago gangsterland than to a supposedly democratic republic. Unlike 
Venezuela and Mexico, which have no vice-presidents, the Panamanian 


constitution wisely provides for two, so that there was still one, Ricardo 
Arias Espinosa, to take over the government. Under him, the isthmus seems to 


be recovering its peace and quiet. 


In Cuba, the congress elected in November 1954 met in January. Eager for ; 
office, all but two of the Auténtico congressmen refused to follow Grau San 
Martin's example and boycott the congress as a protest against Batista's 
electoral methods. The principal opposition party has thus virtually been 
beheaded. Cuba's large part of the U.S. sugar quota came under attack from ’ 
other Latin American countries, as well as from sugar-producing sections of 
the U.S., such as Louisiana, whose Senator Ellender has become a protagonist , 
in this struggle. Cuba's strongest supporter in the U.S. Congress has been 
Representative Albert P. Morano of Connecticut, possibly because his state has 
large investments in the Cuban sugar industry or because it exports 
substantial quantities of manufactured goods to the island. California 
congressmen's apparently quixotic demand that Mexico be given a larger quota 
is probably a defense of California interests in the Mexican sugar refining ' 


industry. 


On his visit to the United States, President Magloire of Haiti was the H 
object of unusual courtesies. This was a good stroke of public relations on 
the part of the Washington administration, which wished to show Africa and 
Asia that stories of American prejudice against the colored race are greatly 
exaggerated. 


The incredibly low level to which politics have sunk in Middle America is 
revealed in the publication by the official newspaper of the government of the 
Dominican Republic of a letter attributed to President José Figueres of Costa 
Rica, who appears in it as an anti-Yankee Communist. No serious observer has 
yet accepted the authenticity of this letter, and the spectacle of two govern- 
ments arguing on this level is something of which the "Free World" cannot be 
proud. Thanks to tax privileges which seem hard to justify in the eyes of 
U.S. manufacturers, Puerto Rico continues to attract new industries. 


The proposal of Representative Richard M. Simpson of Pennsylvania to 
limit the importation of crude oil from Venezuela in the interest of his 
state's coal interests continues to arouse serious apprehensions among 
Venezuelans and in many U.S. circles. In Colombia, President Rojas Pinilla 
has announced his intention of maintaining the state of siege almost indefi- 
nitely, to the dismay of those who fear that Colombia is losing its great 
civilist tradition. Minister of the Interior Lucio Pabén Ninez is attempting 
to prove that the "National Action Movement" is not a Peronista-like third- 
force, while the C.T.N. labor union, an affiliate of the Perdén-sponsored ATLAS, 
denies charges by the Cardinal Primate of Colombia that it is anti-Catholic. 
Ecuador has returned to near-normalcy after the unsuccessful military uprising 
in December, 


From his refuge in Panama, Enrique Miré Quesada Laos denounced the 
Peruvian government of General Odria in terms wiich seemed pathetic in view of 
the support Miré Quesada gave to the movement by which Odrfa seized power. 

The Peruvian Government accuses General Zendén Noriega of being the instigator 
of all the movements against Odrfa, and there is the implication that in 
Buenos Aires Zenén Noriega enjoys the support of Perén. Bolivia has moved 
closer to Brazil with the inauguration of the railroad from Santa Cruz to 


Corumbé. Fortune magazine has accused the Chilean Government of strangling the 
goose which lays the copper eggs. 


In Argentina, the struggle between Church and State continues. Perén's 
accusations that the Catholic Church breeds homosexuality may properly be 
described as an ad hominem attack. At the same time, Perén sought better 
relations with the new Uruguayan government of Luis Batlle Berres. Anti- 
clericalism may have brought them together, while the Uruguayan tourist indus- 
try badly needs its former customers. It is likely at the same time that the 
voice of free Argentina will be stifled in Montevideo. The Paraguayan govern- 
ment of General Alfredo Stroessner has overcome a revolt, but no one seems to 
know who was fighting whom, or why. 


The calm prevailing in Brazil is threatened by the decline in coffee 
prices and by the attacks on President Café Filho for having reportedly tried, 
at the behest of the military, to discourage ambitious Juscelino Kubitschek, 
governor of Minas Gerais, from presenting his presidential candidacy. 

Civilism is not dead in Brazil. In commerce, Great Britain is worrying about 
the inroads Germany has made into the Brazilian market, while Brazil, faced 
with declining prices for coffee, views with anxiety the remarkable growth of 
coffee production in Africa. 


Ronald Hilton 
Editor 


IBERIAN PENINSULA 
SPAIN 


Prince Juan Carlos de Borbén, son of\ the Spanish Pretender Don Juan, 
arrived in Madrid on January 18. A crowd of some 400 Monarchists greeted him 
at the railroad station with enthusiastic shouts of "Long live the King's son!" 
Accompanying the prince was Lieutenant General Carlos Martinez de Campos, 

Duque de la Torre, the guardian chosen by Franco and Don Juan to have charge of 
the prince's education. At his residence in the villa of the Duke of 
Montellano, on Madrid's Paseo de la Castellana, the prince follows a rigid 
routine of studies: geometry, trigonometry, mathematics, and world and Spanish 
geography under members of the teaching staff of the Navy Orphans' College, and 
economic sciences and international law with a university professor. For 
relaxation, the prince rides horseback and plays golf at Madrid's Club de Campo, 
a businessman's club, where he can mingle with people not of the aristocracy. 

It is expected that the prince will eventually continue his education at the 


military academy of Zaragoza. 


The arrival of Prince Juan Carlos was not an occasion for rejoicing among 
all Spaniards. In an evident attempt to pacify the Falangist party, on 
January 3 Franco stated in an interview with Arriba, the official organ of the 
Falange, that his eventual successor would be required to safeguard the present 
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political regime. The chief of state explained that "the steps taken represent 
a sensible measure, because, even though I am in excellent health...I should do 
everything possible to carry into effect the provisions of the law of 
succession.” He continued that it was natural to see that the Spanish princes 
be “prepared and integrated with the nation” in case they should be called upon 
to rule. "The succession to the national movement is the movement itself," 
said Franco, by which he was understood to mean that the anti-Communist, 
authoritarian, and militarist character of the present regime would be 
preserved. The interview was also seen as a warning to monarchists, many of 
whom would prefer Don Juan to his son Juan Carlos as king. Franco was in fact 
saying that he alone will decide who will be ruler and at what time. 


Franco's soothing words apparently did not completely reassure the Falange. 
On December 26, young Falangists distributed leaflets bearing the Falange 
emblem and stating "We do not want a king." The first official Falange 
reaction came on January 29, when Raimundo Fernandez Cuesta, secretary of the 
party, and José Antonio Girén, Minister of Labor, announced at a ceremony in 
the national party headquarters that the Falangist party would resist any 
attempts to oust it from its dominant political position. However, Fernandez 
Cuesta declared that the party would support any solution that Franco might 
propose to the problem of the succession. 


At the beginning of January, it was rumored that Franco was planning an 
eventual reorganization of his cabinet, probably to give the monarchists more 
weight in government affairs. Among those mentioned for possible appointment 
were Manuel Aznar, Spanish Ambassador to Argentina; Spanish industrialist 
Manuel Danvila, who arranged the first meeting between Franco and Don Juan in 
1948; the Conde de Fontanar, one of the directors of the powerful Banco de 
Urquijo; and the Conde de los Andes, present representative of Don Juan in 


Spain. 


Spain has requested permission of Secretary General Dag Hammarskjold to 
send a permanent observer to the United Nations. The U.N. Secretary General 
has authority to admit observers from non-member nations, without action from 
the General Assembly or the Security Council being necessary. Spain is 
already a member of several U.N. subsidiary organizations, including the U.N. 
Food and Agriculture Organization, the World Health Organization, UNESCO, and 
the U.N. Postal and Telegraphic Unions. 


Strained relations between Spain and Belgium were holding up the plans of 
the Organization for European Economic Cooperation (0.E.E.C.). The plan was to 
sign an agreement between the European Conference on Agricultural Markets and 
0.E.E.C., creating within the economic body a ministerial committee on 
agriculture to do the work of the conference. The project was held in abeyance 
because Belgium, a member of the conference and of 0.E.E.C., objected to 
Spain's admittance, on whatever limited basis, to 0.E.E.C. Spain is the only 
nation that is in the conference but not in the economic cooperation organiza- 
tion. Belgium was displeased because Spain refused to surrender Léon Degrelle, 
a Belgian Fascist who was condemned to death in 1949 and who took refuge in 
Spain. The Spanish Government maintains that Degrelle has the right of 
political asylum, but the Belgians feel that he is a major criminal rather 
than a political refugee. However, on January 27, it was reported that 
Degrelle had left Spain and was probably in Tangier. 


The weekly magazine Ecclesia, official organ of Spanish Catholic Action, 
published a strong attack on censorship of the press in Spain. The attack was 


directed mainly against a speech made by Minister of Information Gabriel Arias 
Salgado on December 13. The minister declared the purpose of the press is to 
serve the state and asserted that all media of information should be under the 
control of the state. Ecclesia maintained that the function of the press is to 
reflect public opinion and bring it to the attention of the government. The 
editorial asked for a new press law that would guarantee more freedom. This 
would seem to be a reversal of Ecclesia's former stand in regard to Father 
Jesis Iribarren, who was removed as editor of the magazine because of his 
attacks on censorship (H.A.R., VII: 11). 


Over the protests of Spanish dairy producers, the Spanish Government 
decided to support a United States relief program which entails the free distri- 
bution of milk, butter, and cheese. Under the program, U.S. surplus 
agricultural commodities are purchased by the Foreign Operations Administration 
and shipped under the auspices of the U.S. National Catholic Welfare Conference 
to Spain, where Caritas, a Catholic welfare agency, is in charge of the 
program. Caritas pays freight charges and all other expenses connected with 
the distribution. Since last September Spain has received about 8,000 tons of 
powdered milk and 1,000-2,000 tons of cheese and butter. Spanish milk, butter, 
and cheese producer guilds, which are under the control of the Falange, charged 
that the program had caused a serious drop in the sale of their products. A 
Madrid daily owned by Spanish Catholic Action, retorted that the U.S. products 
were given only to those in need who could not afford to buy them in any case. 


According to a U.S. House of Representatives subcommittee report on 
January 7, the faults in the system of supplying cotton to Spain under the aid 
program (H.A.R., VII: 11) called for corrective steps in both Spain and the 
U.S. The report declared that most of the cotton sent to Spain under the 1953 
agreements had been below the grade and quality specified in the various 
Spanish procurement contracts. It attributed the trouble mainly to the Spanish 
Government's system of low bid bulk buying through its National Cotton Center, 
a method set up to prevent speculations by Spaniards that would force up the 
price of cotton in Spain. However, the result was such intense competition 
among U.S. bidders that they sold at prices so low, in consideration of the 
grade and quality of cotton, that it became financially ruinous to ship cotton 
fully meeting the contract requirements. The subcommittee said that both 
American and Spanish businessmen have asked: (1) that a code of ethics be 
devised to eliminate the present practice of sham bidding at prices under what 
that quality of cotton is worth, and (2) that F.0.A. take up with the Spanish 
National Cotton Center some means for inspecting and certifying cotton 
shipments. 


The first shipment of arms produced in Spain at U.S. Government expense 
left Valencia on January 12 for Turkey. The shipment consisted of land mines 
for the use of the Turkish army under the Mutual Security Program. The mines 
were manufactured for the U.S. by a private Spanish firm. 


The United States will build a 600-mile, $40 million, "big-inch" pipeline 
in Spain to supply jet fuel to five U.S. air bases. The pipeline will stretch 
from Rota, on the Atlantic, to Zaragoza, and will supply fuel for a Navy air 
station at Rota and Air Force bases at San Pablo and Morén de la Frontera (near 
Seville), at Torrején (near Madrid), and at Zaragoza. A British firm has been 
awarded a $5 million contract to provide the pipe, and bids for the construction 
bes which will be under the supervision of American contractors, will probably 

e let soon. 


Spain has built its first national center of atomic energy, in the 
University City area of Madrid. In the province of Cérdoba a small vein of 
uranium ore is being mined, and it is expected that within a year it will have 
produced sufficient radioactive material for Spain's first atomic "pile." 

Diego Galvez, Secretary General of Spain's Junta de Energia Nuclear, said that 
sufficient deposits of uranium have been discovered in Spain to serve as a 
basis for the government program for nuclear energy development. The object of 
the program will be to develop a means of power to supplement the insufficient 
hydro-electric energy resources of the country. 


PORTUGAL 


In his January 1 message to the nation, Portuguese President Craveiro 
Lopes stated that no one could cut the ties that bind the people of the 
Portuguese overseas possessions to the mother country. He praised the "mag- 
nificent and noble" attitude of the Goans, who have “demonstrated to the world 
the firm foundation" of Portugal's position in the face of the "insolent 
pretensions" of India. A Portuguese communiqué reported that Portuguese 
legislation had redefined the penal responsibility for taking part in "any 
collective action to excite public opinion or in any activity in agreement with 
foreign aims to separate from the motherland or deliver over to another country 
the whole or any part of the national territory." Prison sentences for the 
above offense will be applicable to foreigners as well as to Portuguese. On 
January 5, the Portuguese legation in New Delhi sent a note to the Indian 
Foreign Ministry asking the Indian Government, in the interests of its own 
citizens, to endeavor to prevent fresh Satyagrahi movements from crossing 
Portuguese frontiers. The note defined the penalties which Indian citizens 
would incur from such action. India replied with a warning that there would be 
"serious and far-reaching repercussions" if any Indian demonstrators in 
Portuguese settlements were sent to a penal colony outside the country. 
Portuguese authorities said the Indian warning was merely “a pretext for... 
publicizing...designs of annexing territories." 


Three people were killed and 8,000 left hameless when fire destroyed 4,500 
wooden huts in northern Macao on January 10. It was the worst fire in many 
years in the tiny Portuguese colony. 


The nomination of James C. H. Bonbright of New York as United States 
Ambassador to Portugal was sent to the Senate on January 11. Bonbright is a 
career Foreign Service officer and a specialist in European affairs. The new 

Brazilian Ambassador to Portugal, Dr. Heitor Lira, will soon arrive in Lisbon. 


General José Mendes Ribeiro Norton de Matos died on January 2 at his home 
in Ponte do Lima at the age of 88. He had been ill for the last few years and 
had withdrawn from political activity. In 1949 de Matos was a candidate for 
the presidency in opposition to the Salazar candidate, the late Marshal Anténio 
Carmona, but, two days before the election, the general withdrew from the race 
after the government charged that Communists were backing him. Norton de Matos 
had previously been an army officer, minister, ambassador, governor and a 
commissioner of Angola, writer, and politician. 


Bank deposits in Portugal are the highest ever. Gold and dollar reserves 
are the largest on record and currency circulation has increased. The large 
amount of goods that Portugal has been buying among other European Payments 
Union member nations has brought Portugal's credit in the union down to 


$27 million from $50 million a year ago. With dollar reserves high, there are 
indications that permits to buy dollar area goods will be given with greater 


frequency. 


The U.S. Foreign Operations Administration allocated $50,000 to Portugal 
to help finance a milk quality improvement demonstration program. Disin- 
fectants and detergents have been issued to dairy farmers participating in the 
program, and technicians and veterinarians have been sent to special areas. 


Current estimates for the 1954 almond crop set production at 5,900 short 
tons, as compared with 6,600 tons in 1953, the largest crop on record. The 
United Kingdom, Belgium, France, Sweden, and Germany have been the principal 
buyers of the crop. The price increased 1o¢ per pound over the 1953 price of 
33¢ as a result of increased demand and a smaller world production. 


MEXICO 


In the past few months, economic conditions in Mexico have shown steady 
improvement, and, if present trends continue, 1955 should be an excellent year. 
The abundant harvests of 1954 have done much to relieve the problems created by 
the previous shortage of foodstuffs; national production is regaining its 
normal rhythm; and it is reported that the dollar reserves of the Bank of 
Mexico stand at over $205 million. This figure is considerably higher than 
forecasts made in recent months (H.A.R., VII: 9), and, taken in conjunction 
with the marked improvements registered in the trade balance and the balance of 
payments, it is a very encouraging sign. The satisfactory commercial situation 
confirms the view that the recent uneasiness in certain quarters respecting the 
Mexican peso was as.much psychological as economic in origin. 


Mexico City merchants have reported that after eight months of recession, 
their sales in December 1954 ranged from 50% to 200% higher than those of 
December 1953, and were in general far above what had been expected. They 
have cited many cases of shops which sold out of certain articles, and have 
denied recent press reports that the great bulk of goods sold were underpriced. 


The volume of business transacted on the Mexico City Stock Exchange is 
reported to be the largest so far recorded in the history of the institution, 
reaching a total of 140.9 million pesos in 1954, as against 92.1 millions in 
1953. After mortgage bonds, the greatest activity was shown in industrial 
shares, which enjoyed one of the best years on record. 


Increased exports and tourists receipts during the first 10 months of 1954 | 
led to an influx of foreign currencies $28 million higher than in the same | 
period for 1953. Tourism showed a remarkable comeback after the April devalu- | 
ation. In 1954, 450,000 tourists visited Mexico and spent between $150 million 
and $200 million. It is estimated that Mexico's deficit of $2.5 million was 
probably wiped out during November and December of 1954. In order to assure 
that 1955 will be an even better tourist year, the government will levy a 4% 
tax on all hotel income, which will be used for tourist advertising and 
promotion. 

{ Such agricultural and commercial optimism, however, has been somewhat 
‘lessened by 60-million-peso (about $5 million) crop losses caused by extensive 
flood damage in Sinaloa. After 15 days of continual rain, most of the rivers 
throughout the entire state overflowed. Much of the topsoil has been washed 
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away through floods caused by the Fuerte, Sinaloa, San Lorenzo, Piaxtla, and 
Presidio rivers. The towns of Los Mochis and Culiacdn were veritable islands. 
The bean, tomato and cotton crops were virtually destroyed, and little could be 
salvaged of maize and other vegetables. SICAE, a Los Mochis sugar cooperative, 
lost 25% of its cane, which in turn meant losses for more than 6,000 ejida- 
tarios. Appeals were made from all over the state to railroad managers for 
emergency transportation to get the remains of crops to waiting U.S. markets. 
The Pacific and Pacific-Chihuahua Railways were at a standstill because the 
bridge was out on the Fuerte River at San Blas, and special trains operating 
south to Guadalajara and thence north to Ciudad Judrez were carrying perishable 
crops to the border. The Bancos Agricola and Ejidal advanced 80 to 90 million 
pesos more credit than was granted the area last year, the greatest part going 
to cotton growers. Communications were completely severed in coastal areas, 
telephone and telegraph lines were down all over the state, while tourist and 
other traffic was paralyzed on the international highway because of washouts. 
The Secretariats of Hydraulic Resources, Defense, Agriculture, Communications, 
Health and Welfare combined forces to aid thousands of displaced residents. 

It is hoped that valuable water which was caught behind dams on several of 
these rivers will produce abundant harvests next year to help compensate for 
the cost of this flood. 


Sinaloa was not the only area to suffer from an over-abundant rainfall 
this month. In the Mexicali area, water filled the normally dry bed of the 
Rfo Nuevo, dispossessing over 2,000 families. Because of widespread fear of an 
epidemic, more than 8,000 persors were innoculated against typhoid fever. So 
far, little crop damage has been reported in the area. 


A crop loss of an estimated 6 million pesos has resulted from frost 
damages in the extensive strawberry fields of the Bajfo region of Guanajuato. 
Thousands of small farmers have been ruined, and women employed in the picking, 
sorting and packing of the berries are out of work. It had been predicted that 
the expected 1955 crop of 4,156 metric tons would be worth approximately $1 mil- 
lion. This industry has been growing steadily since its beginning in 1948. 
The Bajio region supplies 97% of Mexico's strawberry exports, which depend 
entirely upon U.S. markets. 


The weather has also upset commercial optimism in the state of Veracruz, 
where the severest cold wave in 30 years occurred this month. Banana, corn and 
bean crops were damaged, and accompanying high winds disrupted shipping and 
endangered fishing boats. 


Elsewhere news is more encouraging. The United States and Mexico are the 
two leading world producers of silver, and, since the U.S. Treasury absorbs all 
U.S. silver, Mexico is able to exert a predominating influence on the open 
world market. During 1954 the Bank of Mexico continued its policy of buying 
all the country's output of silver and of selling freely to buyers in the U.S. 
and the rest of the world. The lack of fluctuation in the New York silver 
market was the result of that policy. Handy and Harman, the most important 
firm of dealers in precious metals in the U.S., state in their 39th annual 
report that Mexico holds the key to the stability of the world silver market. 


A combine of the Chase National Bank, the First National Bank of New York, 
the Canadian Bank of Commerce of Toronto and Credit Suisse of Zurich has 
granted the Mexican Light and Power Company a loan of $3 million. The chairman 
of the company's board of managers, W. H. Draper, has announced that the company 
will buy mortgage bonds to the same amount from the Mexican Government, thus 


-9- 


saving 2% per annum in interest. This is the first step in the reorganization | 
of the company's finances planned to enable it to carry out its extensive 


development program. 


Mexico is trying to recapture some of its own home market. Mexican manu- 
facturers are out to bring the border areas back into the national economy. 
Baja California, Sonora, parts of Chihuahua and Tamaulipas have depended more 
on U.S. suppliers than on Mexican industries; these border areas spend an 
estimated $90 million on purchases of foreign goods annually. This sum is more 
than twice the size of the current deficit in Mexico's balance of payments. 


Tubacero, S.A., a 20-million-peso ($1.6 million) steel pipe rolling mill, 
was inaugurated in Monterrey this month. Initial production is aimed at 50,00C 
tons of pipe per annum. This figure could be stepped up to 150,000 tons if the 
mill were worked at full capacity. It is hoped that the necessity for import- 
ing all but special steel pipe will be eliminated. 


The director of Petréleos Mexicanos (PEMEX), Antonio J. Bermidez, 
announced that during 1954 Mexico produced 228,000 barrels of oil daily, and 
that this figure was increased to 265,000 barrels daily in January 1955. 
During 1954, total national consumption was 60,678,000 barrels and total ex- 
ports were 23,690,000 barrels. The Miguel Hidalgo well in Tecolutla, Veracruz, 
has contributed significantly to the increased production. 


On January 12, President Ruiz Cortines inaugurated the Salamanca refinery 
designed to produce 2,500 barrels of lubricants and 65 tons of paraffin daily, 
which should satisfy current national demands. It is expected that the 
Salamanca refinery will save the country 310 million pesos per annum in the 
imports of lubricants. 


The National Bank of Foreign Trade has announced that Mexico takes second 
place among all countries in shrimp fishing. Annual catches have averaged 
20,000 tons for the last five years. The Bank urges that, since a lack of 
buyers is hampering this important industry, efforts be made to find new 
markets for Mexican shrimp, and also to expand domestic consumption of this 
valuable foodstuff. 


Kenaf, an easy-to-grow, soft fibrous plant of high yield and great utility 
is being grown successfully in Veracruz and Sinaloa, according to the National . 
Bank of Foreign Trade. The fiber, said to be superior to istle, (produced 
especially in Yucatén from the agave), and jute, which is imported from India, 
is used in the manufacture of cords, sacking, etc. It is now quoted at about 
3.15 pesos a kilo in Mexico, and on the New York market at from 3.35 to 3.50 
pesos. 


Attorney-General Herbert Brownell has lauded the success of the campaign 
to rid the Southwest of the U.S. of illegal alien migrant workers from Mexico. 
"Wetback" arrests have decreased from 3,000 to less than 300 per day. Mean- 
while, President Eisenhower asked Congress to appropriate funds so that the 
migrant labor program might be continued. He stated that 215,000 braceros were 
contracted in 1954 at a cost to the Federal Government of $14.26 per person. 


The Foreign Ministry has announced that Ambassador Primo Villa Michel will 
not return to Guatemala. No mention has been made of a successor. Primo Villa 
Michel has been on "vacation" in Mexico during the past few months. He was 


recalled because of severe criticisms arising from his part in the granting of 
asylum to the Guatemalan "Communists" during the June revolution. 


Meanwhile, Mexican Ambassador Luis Quintanilla has received praise for his 
work as chairman of the five-member Investigating Commission sent to Costa Rica 
and Nicaragua by the Organization of American States. The committee's efforts 
were of primary importance in the resolution of the recent crisis in these two 


states. 


Jacques Mornard is still confident of parole after serving 15 years of his 
20-year sentence in_a Mexico City prison for the essassination of Leon Trotsky 
(H.A.R., VII: 10). The parole question is resting in the hands of a middle- 
aged woman lawyer and former judge, Sra. Marfa Lavalle Urbina, head of the 
department of social welfare. Her decision awaits the completion of an 
investigation of Mornard's eligibility. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


Events in Guatemala during January contributed to the general chaos 
throughout Central America and confirmed previous reports that plotting was 
going on against the unstable government of Castillo Armas. Following a reor- 
ganization of the cabinet which involved merely the promotion of pro-Castillo 
officials to higher posts, the President's attentions were directed to putting 
down a second revolt which has threatened to overthrow his regime. Like his 
first test of strength last August, this month's attempted coup was led, or at 
least aided by, dissenting members of the armed forces. As in the August 
revolt (H.A.R., VII: 8), Castillo succeeded in putting it down, emerging more 


powerful than before. 


Tbe revolt broke out on the afternoon of January 19, when a group of about 
150 armed plotters tried to take the key military base at La Aurora airfield, 
in the outskirts of Guatemala City. The plotters' scheme was to gain access to 
the base with inside help from a group of army and air force officers, and then 
to count on support from the entire army to start a revolution. The revolt 
failed when the army, which remained loyal to Castillo, helped him crush the 
trouble almost before it began. Castillo Armas apparently knew of the plot, 
and sent troops to the base. The "inside men" were caught, and when the base's 
gates opened at 1:30 p.m. according to the previous agreement between the 
rebels, the attackers were confronted by two tanks and a platoon of government 
soldiers. Six persons were killed in the brief fighting which followed. By 
evening the rebellion was over, and government troops combing the airport area 
had arrested 100 fleeing rebels. 


Castillo Armas wasted no time in organizing a search for the plot leaders. 
He accused the Communists and other former members of the pro-Communist Arbenz 
government of being the instigators of the rebellion, and declared a state of 
siege to facilitate his search for hidden Arbencistas. The chief suspect was 
Colonel Francisco Cosenza, who had been Arbenz' air force chief and later his 
Ambassador to Italy. Cosenza managed to escape arrest by slipping into the 
Salvadorean Embassy, where he received asylum. Another suspect, Colonel José 
Serra, was arrested and imprisoned. Serra, a brother-in-law of Colonel Elfego 
Monzén, who helped Castillo Armas win his anti-Communist revolution last June, 


had been Under-Secretary of Defense in the Arbenz government. Another officer, 
Captain Francisco Berrios, was being sought. 


The search broadened two days later when Colonel Cosenza, believed to be 
the rebel leader, made it known from his embassy hideout that he had been 
working under someone else. Castillo Armas immediately took steps to ensure 
the loyalty of the Civil Guard; he replaced his "trusted" head of that body, 
Lieutenant Colonel Miguel Angel Mendoza, with a closer friend. He also 
arrested his old friend, Colonel Monzén, and put him on a plane for Panama, 
where he was to wait for assignment to a "South American diplomatic post." 
Monz6n's involuntary exile is explained by his great popularity with the army. 
Although Monzén was apparently not involved in the rebellion, indications are 
that the rebel officers were confident of his support and thus army backing hac 
the plot succeeded. Castillo Armas, long aware of the danger of Monzén's 
influence with the army, had been trying for months to get Monzén to accept a 
foreign post, but the latter had refused to leave the country. 


By the end of the month Castillo Armas was more firmly established in 
power than he had ever been. Yet, although he had emerged victorious over the 
would-be rebellion and made the necessary “adjustments” and removals to 
strengthen his position, all the leaders of the plot had not been found. Ten 
army and air force officers accused of complicity were in jail awaiting trial, 
but Colonel Cosenza, the alleged ring-leader, was still safe behind the gates 
of the Salvadorean Embassy. The chances were that Cosenza would be given a 
safe-conduct pass out of the country. 


The La Aurora plot was a bid by a group of ambitious, and possibly but not 
necessarily pro-Communist, officers to take advantage of an unfavorable 
internal situation which had been causing discontent for some time. Castillo 
Armas' financial troubles and his consequent inability to get a much-needed 
economic program under way had increased discontent and alerted opposition 
forces as long ago as last October. By December, talk of plots against the 
government was rife. Deposit to the government's account during December of 
$3.4 million of the U.S. loan (H.A.R., VII: 10) brought with it hopes that 
Castillo Armas' program would finally get under way. Consequently, the 
opposition decided to strike while it thought public discontent was still 
strong enough to make a revolution possible. 


This month's experience has moved Castillo Armas to push his economic 
development program. Late this month he took a step in that direction when he 
issued a decree placing public works projects on a contract basis rather than 
on a government departmental basis, as they had been before. Government 
administration of contracts had apparently delayed construction projects 
through inefficient handling and higher costs. The decree also aims at reliev- 
ing the country's serious unemployment by specifying that firms awarded 
contracts must employ at least 50% of their labor from the rolls of the 
Ministry of Public Works. Castillo's decree has also been interpreted as a 
support-seeking gesture aimed at winning friends for the President by awarding 
contracts to civilian construction companies. 


Castillo Armas is also facilitating matters for foreign companies in an 
effort to attract private capital. The old Arbenz law imposing special taxes 
on the profits foreign firms send out of the country has been canceled. From 
now on firms will pay only the regular yearly income taxes. Castillo hopes in 
this way also to encourage foreign concerns to reinvest their profits in 
Guatemala. Exploration for oil in Guatemala will soon be renewed. Castillo 


Armas canceled the leftist petroleum laws of the Arbenz regime last month, and 
opened the entire national territory to exploration by both Guatemalan and 
foreign oil companies. This month, two U.S. firms, the Richmond Oil Company 

and the Texas Oil Company, were granted permits to explore in the Petén region. ~ 


Meanwhile, ex-President Arbenz has arrived in Switzerland from his Mexican 
exile and received Swiss citizenship. Arbenz' father was Swiss by birth, and 
according to Swiss law the son receives citizenship automatically on request. 


What little time the government had during January to devote to inter- 
national affairs was devoted to furthering plans for the March meeting of the 
Organization of Central American States (ODECA) in Guatemala City. Apparently 
Guatemala is determined to have the meeting in spite of the uprisings and 
assassinations which have kept Central America in turmoil during January (See 
COSTA RICA and PANAMA). The council planning this meeting of ODECA, which is 
composed of the Central American ambassadors in Guatemala, is to meet sometime 
in February to agree on a definite date for the meeting. The theme of the 
conference will be the timely one of "peace and stability" in Central America. 
Most observers doubt whether the representatives of the five member nations of 
ODECA can get together and accomplish anything of a positive nature, 
especially at a time when almost all the countries concerned are busy tearing 
apart the isthmian unity which ODECA advocates. 


The prime example of Central American disunity this month, the invasion 
of Costa Rica by exiles based in neighboring Nicaragua, did not go unnoticed in 
Guatemala. Officially, Guatemala adopted a neutral position as soon as the 
trouble started. However, there were indications that Castillo Armas leaned 
towards the Nicaraguan side in the dispute which arose over whether or not the 
Nicaraguan President, Anastasio Somoza, aided the Costa Rican exiles. 
Castillo Armas reportedly backed Somoza publicly when the Costa Rican President 
first made the charges, but later retraced his steps when the Organization of 
American States’ investigating committee in Costa Rica pointed to Somoza as 
guilty at least of harboring the plotting Costa Rican exiles. Those who feel 
that the Costa Rican affair was a localized clash between liberal and 
reactionary forces in Middle America say that Castillo Armas stands with the 
dictators, Somoza, Trujillo of the Dominican Republic, and President Pérez 
Jiménez of Venezuela, against the apparently dwindling roster of left-of-center 
Presidents in the area. There was even talk that some of the troops assembled 
in Nicaragua by the Costa Rican exiles were former members of Castillo's 
"Liberation army" of revolutionary days. President Pérez Jiménez of Venezuela, 
who was included in the Costa Rican President's accusation that Somoza of 
Nicaragua was promoting the Costa Rican revolt, will reputedly visit the 
Central American countries in the near future. He is “looking forward partic- 
ularly" to visiting Castillo Armas, whose military courage -and electoral 
methods- he presumably admires. 


EL SALVADOR 


El Salvador enjoyed continued peace and calm during January. The govern- 
ment maintained a neutral position with regard to the Costa Rican affair, and 
President Osorio, who fancies himself as grand peacemaker of Central America, 
offered to help bring an end to the trouble by mediating the dispute between 
the Costa Rican President and President Somoza of Nicaragua. His offer was not 
accepted. 


« 


The internal political situation remained calm. The President is well 
established, popular, and a military figure. However, observers who look ahead 
to the 1956 presidential elections believe there is a possibility of trouble. 
Indications are that President Osorio enjoys his job and would like to stay in 
power; at the same time, a group of ambitious young politicos are eyeing the 
presidency. Among them is Roberto Canessa, Of a prominent Salvadorean family, 
who was until recently Foreign Minister in the Osorio government. 


The administration continues with its ambitious public works program. 
This month the government granted a German construction firm a contract to plan 
a new seaport. El Salvador has three ports, La Unién, on the Gulf of Fonseca 
in the eastern part of the country, La Libertad, southeast of the capital, and 
Acajutla, near the Guatemalan border. All three have inadequate facilities and, 
as a result El Salvador depends rather largely on the Caribbean port of Puerto 
Barrios in Guatemala. 


HONDURAS 


With the exception of El Salvador, Honduras appeared to be the only 
Central American country not plagued with weakening internal disorders during 
January. Former Vice-President Julio Lozano Diaz, who took over the government 
legally last December after a constitutional deadlock threatened to plunge the 
country into a civil war (H.A.R., VII: 12), appears to have the situation well 
under control. On January 4, he announced the formation of his “coalition” 
cabinet. The cabinet is made up of members of the three major political 
parties whose candidates ran in the indecisive presidential elections held in 
October 1954. This no-contest election had led up to a complex constitutional 
impasse which in turn presented the opportunity for Lozano to assume full 
powers last December. Although Lozano's cabinet and his council of state are 
made up about equally of members of all three parties, he has assured himself 
of absolute control by limiting the council to an advisory capacity and keeping 
for himself the all-important post of Minister of Finance. The other two key 
cabinet posts, those of Foreign Relations and Defense, are held by personal 
friends. 


Lozano's moves to consolidate his "constitutional dictatorship" have been 
interpreted as "security measures" against any attempt by the October 
presidential candidates to take over the government. So far there has been no 
trouble from any of the former candidates. Lozano's promises when he assumed 
power in December included a new constitution and the attempt to steer the 
government towards "a normal democratic state." His actions so far this month 
indicate that he aims to follow his stated policy. Early in the month he moved 
towards broadening the country's political basis by giving political rights to 
all Honduran-born women. On January 26, he took the first step towards the 
organization of a nation-wide labor code by putting into effect a provisional 
law of workers' guarantees. The law, which assures workers the right to form 
unions and strike, will remain in effect until a full labor code now being 
formulated with the help of international labor organizations, is completed. 


Meanwhile, the new government has been formally recognized by several 
foreign countries, among them Mexico. 


NICARAGUA 


In January, Nicaragua received shipment of the 25 airplanes and assorted 

arms and ammunition which had been purchased from Sweden last November (H.A.R., 
VII: 11). Im spite of the fact that Nicaragua has been accused by Costa Rica 
of supporting an armed invasion of Costa Rican territory, no move was made to 
stop the delivery as it will be sometime before the planes can be assembled and 
put into action (See COSTA RICA for details of the uprising in that country). 
Included in the shipment were several hundred sub-machine guns, ammunition, and 
spare parts for the airplanes. As soon as the fighting in Costa Rica started, 
Sweden announced that no more arms would be sold in Latin America as long as it 


was an area of unrest. 


Nicaragua is organizing an infantry battalion that will be trained and 
equipped by the United States Army. Organized under the mutual defense treaty 
with the United States, the battalion will become a part of the Western defense 
system. It is understood that none of the men will be used along the Costa 


Rican border. 


Again this month President Somoza had a clash with the press of the 
country. The new paper El Gran Diario of Managua was suspended briefly for not 
complying with government directions. The paper had been told not to publish a 
story in regard to another reported plot against Somoza. The paper promised to 
comply in the future and the ban was lifted. Also this month Pedro Joaquin 
Chamorro, editor of La Prensa of Managua (H.A.R., VII: 4), was convicted on a 
charge of revolutionary conspiracy. The sentence was not immediately announced. 
Another editor, Hernan Robleto of Flecha, a member of the Inter-American Press 
Association Board of Directors, is in exile in Costa Rica. 


A record-breaking cotton crop is expected this year. A yield of 180,000 
bales is expected in spite of the fact that heavy rains destroyed part of the 
erop. It is predicted that cotton may even exceed coffee as the leading export. 
Since the cotton boom, every available bit of land is being used, even to the 
neglect of corn, a basic crop. Due to poor agricultural practices, the soil is 
being worn out and Nicaragua has been troubled with dust storms. Agronomists 
are warning that, unless there is a change, the soil may be ruined in a few 


years. 


COSTA RICA 


Early in January a long-threatened revolt broke out in Costa Rica. Rebels 
led by ex-President Rafael Calderén Guardia and the son of ex-President Teodoro 
Picado moved south from the Nicaraguan border to take Villa Quesada, a small 
town along the Pan American highway. However, the Organization of American 
States (0.A.S.) promptly intervened to quash the revolt and to prevent an out- 
break of hostilities between Costa Rica and Nicaragua. 


The seeds of the present revolt may be traced back to the presidency of 
Rafael Calderén Guardia (1940-44). The present leader of the Costa Rican 
government, José Figueres, first entered politics in 1942 when he made a radio 
speech denouncing the coalition of President Calderén Guardia with the Communist 
boss of the country, Manuel Mora. For his indiscretion, Figueres was banished 
to Mexico for two years. He returned to the country in 1944, when Calderén 
Guardia installed Teodoro Picado in the presidency. In 1948, Calderén Guardia 
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was a candidate for reelection, but was defeated decisively by Otilio Ulate. 

When the Congress, controlled by supporters of Calderén Guardia, sought to 
invalidate the election results, Figueres headed a group of farmers and business- 
men in a successful revolt against the coalition of Calderén Guardia, Manuel 
Mora, and Picado. These men fled the country and Figueres became Acting 
President "until the country was pacified." In 1949 he turned the presidency 
over to Ulate, but returned to this office in 1953, when he won an overwhelming 
victory at the polls over a coalition of the extreme right wing and the 
Communists. 


For several months Figueres has been accusing Somoza, the President of 
Nicaragua, of working with the Costa Rican exiles in preparing an invasion of 
his country. Somoza has never looked favorably on the liberal rule of Figueres, 
and all of Figueres' enemies have found a ready welcome awaiting them in 
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Nicaragua. Ex-Presidents Calderén Guardia and Picado are close friends of the 
Nicaraguan dictator. 


The revolt in Costa Rica had been threatening for some time. On January 
9, Costa Rica called for an emergency session of the 0.A.S. to take steps to 
prevent an armed invasion of its territory. The 0.A.S. issued a statement 
asking both Nicaragua and Costa Rica to do everything possible to prevent 
armed action from taking place, but it was decided that there was no need for 
immediate action on the part of the 0.A.S. However, as soon as word was 
received that troops had invaded Costa Rica and had seized the town of Villa 
Quesada, the 0.A.S. council met in special session. It was decided to send a 
special five-man investigating commission to Costa Rica. Later the same night 
the commission, headed by Luis Quintanilla of Mexico, boarded a special plane 
for Costa Rica. The next afternoon the first meeting of the commission was 
held in Costa Rica. The first job of the commission was to find out whether 
Costa Rica was the victim of armed intervention from a foreign country or 
whether it was only a local revolt. If the rebellion was supported from 
abroad, the commission could invoke the Rio pact of 1947 which states that 
every American nation must aid any other American state that is attacked. Its 
investigations, which were partly carried out by means of armed observation 
planes, led the commission to report that "a substantial part of the war 
materiel was introduced over the northern border." At this point the 
commission voted to ask the United States to sell four P-51 Mustang fighter 
planes to Costa Rica. Later the same day the planes were on their way from 
the United States. It is reported that the planes and their equipment were 
sold to Costa Rica for a token sun. 


While the special commission was working around the clock to prevent the . 
spread of the fighting, Costa Rica was quickly mobilizing for its own defense. 
The Guardia Civil, a super police force, made the nucleus of a minute-man army : 
that was quickly rushed to the front. Civilians mobilized on the home front ' 


to carry on for the soldiers that had gone to war. The Boy Scouts took over 
the job of handling the traffic in downtown San José, so that the police could 
be relieved for active duty. 


As soon as the fighting broke out, President Figueres charged that the : 
rebel troops had entered the country from Nicaragua and that they were being 
supplied from the northern neighbor. President Somoza denied that his country 
had played any part in the revolution, although he admitted he would be very 
glad to see the fall of his fellow President. He said that he would be glad 
to meet Figueres at the border to settle their personal differences with a 
pistol duel. Somoza is the best pistol shot in the Nicaraguan Army. If 
Somoza had been aiding the rebel army, he was forced to reverse his actions 
when the 0.A.S. investigating commission swung into action. Nicaragua took 
steps to insure its "unalterable attitude of nonintervention in the internal 
revolutionary movement which has broken out in Costa Rica." The government 
declared that it was closing the international boundary, and keeping Costa 
Rican exiles in Nicaragua under close watch in order to insure that they would 
not participate in any revolutionary action. It seized two rebel airplanes 
that "unexpectedly landed in Nicaragua," and offered two planes to the 0.A.S. 
to use for observation. 


Meanwhile, the rebel troops were not meeting with success. Calderén 
Guardia, who had been hoping for a mass movement to his side, was disappointed 
when he found instead that the people were rallying strongly behind the 
constitutional government. His well-equipped and well-trained army turned out 


x 


to be no match for the superior numbers of the Costa Rican irregulars. The 
prompt action by the 0.A.S. forced Somoza to cease all aid to the rebel 
troops. With the Nicaraguan border closed as a supply route, the rebel 

troops found themselves in trouble. With the arrival of the four fighter 
planes purchased from the United States, the air was soon cleared of the rebel 
air force. The Costa Rican volunteers then drove the rebel troops out of the 
town of Villa Quesada, forcing them to begin a slow retreat northward. The 
first few days after the 0.A.S. commission had arrived, the ground fighting 
was light, mainly limited to clashes between small patrols. Later in the 
month the rebel forces under the command of Teodoro Picado, Jr., a recent West 
Point graduate, made their last determined stand in the northwest near the 
towns of Liberia, Santa Rosa, La Cruz, and Puerto Soley. It was in this area 
that the most bitter fighting occurred. The loyalist troops claimed that 
Teodoro Picado, Jr. was killed in the action around Santa Rosa. It later 
turned out that these claims were not true, but, at this point, Calderén 
Guardia took over the actual leadership of the troops. 


As the rebel troops were slowly pushed back toward the Nicaraguan border, 
General Somoza rushed troops to the border to insure that Nicaraguan territory 
would not be violated. The 0.A.S. commission, fearing that fighting might 
break out between the two countries, set up a six-mile-wide neutral zone that 
was to extend 18 miles from the Pacific to Lake Nicaragua. The troops of both 
countries were to stay out of this area and no military planes were to be 
allowed in the air over it. Nicaraguan troops were to disarm and intern the 
rebels that crossed over into that country. When the zone was set up, 
however, the hard-pressed rebels moved into it and encamped instead of 
crossing over into Nicaragua as had been expected. The 0.A.S. set a deadline 
by which the rebels had to move out or else the zone would be thrown open to 
Costa Rican troops. At the same time, Somoza stated that he would order his 
troops to defend Nicaraguan soil, and it was feared that serious clashes might 
occur at the border between the troops of the two countries. However, as the 
zero hour approached, the rebel troops moved over into Nicaragua where they 
were interned by Nicaraguan troops. Among those interned were the rebel 
leaders, Capt. Teodoro Picado, Jr. and ex-President Rafael Calderén Guardia. 
Somoza said that he had fulfilled his part of the agreement and that he would 
turn the rebel forces loose. They would be kept under constant vigilance 


until they left the country. 


The present revolt has been put down thanks mainly to quick action on the 
part of the 0.A.S. The problems that brought on the revolt have not been 
solved, since the enmity still exists between President Figueres of Costa Rica 
and President Somoza of Nicaragua. Both Captain Picado and Calderén Guardia 
stated that they would go on fighting until Figueres is out. Furthermore 
there are still governments that might support a revolt in order to see the 
liberal regime of Figueres brought to an end. On the other hand, these people 
now realize that the 0.A.S. will act quickly to stop aggression supported from 
abroad, and that there is not going to be any mass movement of the Costa Rican 
people to the rebel side. Foreign governments will probably not be so quick 
to support any future invasion of Costa Rica. 


PANAMA 


The rare political stability which Panama has been enjoying for the last 
two years came to an abrupt end when President Remén was assassinated early 
in January. Remdén's sudden death at the hands of a political enemy shocked 


We 


all circles and plunged the country into a period of chaos and nation-wide 
investigations characteristic of past periods in Panama's turbulent history. 


Death came to Remén on the evening of January 2, at the Juan Franco race- 
track in the suburbs of Panama City. It was Remén's usual custom to visit 
the track on Sundays to watch his favorite sport. Following the afternoon's 
races, the President had stayed on at the track to celebrate the victory of 
one of his horses. Suddenly, at 8:30, a clatter of machine-gun fire burst 
out of the dark night and sprayed the brightly illuminated presidential box. 
Remon fell to the floor with a single bullet in his kidney, and died two hours 
later in a Panama City hospital. Two other persons were killed, one of them a 


presidential bodyguard. 


Remén's assassination and its confused aftermath brought into focus the 
President's career. Although he had become President only in 1952, he had 
been the actual ruler of the country since 1947 through his influential 
position as head of the National Guard, Panama's only armed force. He had 
staged coups, making and breaking Presidents, until, in 1951, he had decided 
to run for election himself. Once in office he had abandoned his bullying 
tactics, and, through his honest dealings and far-sighted policies, soon 
earned a reputation as one of the country's most able Presidents. He had cut 
down the graft and corruption which normally pervaded politics, improved the 
economy, and made things difficult for Panama's determined Communists. His 
administration of the country's affairs had given him a personal popularity 
with the people which had seldom been accorded any previous head of state. 
Abroad, too, he was respected. In Washington he had come to be regarded as 
one of the few dependable friends the U.S. had in Latin America. Remén's 
death came just after his most important diplomatic triumph, the negotiation 
of the new Panama Canal Treaty with the U.S. on terms very favorable to his 
country (H.A.R., VII: 12). 


As the stunning news of Remén's death spread through the country, the 
necessary political adjustments were made and a search for the murderers 
began. Rem6n's Vice-President and Foreign Minister, José Ramén Guizado, was 
sworn in as President on January 3. His first act was to declare a state-of- 
siege to facilitate the search. Remén's National Guard took charge of the 
investigation, and went into action immediately. Since it was unlikely that 
the assassination was the work of either the Communists or the pro-Remén 
populace, the search was concentrated on the murdered President's political 
rivals. Of these he had many. Politics in Panama is the monopoly of a few 
prominent families, and in such a restricted atmosphere bitter enmities are 
almost inevitable. The logical suspect in the above-mentioned category was 
ex-President Arnulfo Arias, the leader of a fanatical group dedicated to get- 
ting Remén out of office. Arias was arrested at his coffee plantation in 
Chiriqui province on January 3 and imprisoned in Panama City. He denied 
complicity, and was able to prove he had been at his farm, 300 miles from the 
capital, at the time of the murder. Nevertheless, he was held on the 
plausible suspicion that he was the plot's "mastermind." A glance into Arias’ 
political past makes clear the Guard's suspicions. He had been elected 
President in 1938 but was overthrown and exiled shortly afterwards. He 
returned to Panama in 1949 when Remén, by then the power behind the scene, had 
put him into the presidency. The two had then quarreled over Remén's off- 
stage power, and the result was the ousting of Arias by Remén's National Guard 
in 1951. Since that time the feud between them had dominated Panamanian 
politics. 
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The search continued on the assumption that Arias was the plot leader. 
Within 24 hours after Remén's death, 60 persons had been arrested, most of 
them Arnulfistas. On January 6, another logical suspect, Rubén Mirdé, was 
arrested and questioned. He denied having anything to do with the murder, but 
was also held. Miré, a brilliant lawyer who thought he deserved a higher post 
than the minor one he held in the Remon administration, was known as a hot- 
headed and ambitious politician. He had been waging a one-man war against 
foreign-controlled businesses in Panama such as Pan American World Airways, 
much to the embarrassment of Remén. 


By January 11, the National Guard's investigation seemed to be making no 
progress, and the press was complaining about the slow progress. President 
Guizado requested the help of the United States F.B.I. but was turned down 
because the request could not be honored under U.S. law. Finally, the New 
York City Police Department sent two special detectives, who went to work with 
the National Guard. The Cuban detective Israel Castellanos also participated 


in the manhunt. 


Meanwhile, the Guard had been working secretly on a "lead" which seemed 
to point the finger of suspicion back to Rubén Mirdéd. Sometime between 
January 6 and January 11 the Guard gained information that a young Panamanian, 
a former cadet at Guatemala's Polytechnic Institute, had smuggled a machine 
gun into Panama and sold it to Miréd shortly before the killing. The 
information, allegedly originating with the priest confessor of the cadet's 
sweetheart, led to the questioning of the girl and the arrest of the cadet, 
José Edgardo Tejada. Tejada confirmed the story and was imprisoned. On 
January 12, after long questioning, Miré confessed to Remén's killing, saying 
he had done it impulsively on seeing Remén at the race track. By the next 
day, President Guizado was able to announce that "a trail to the murderers 
(has) been uncovered.” 


However, that same night Mirdéd talked again, and told an entirely differ- 
ent story. He told his inquisitors he had killed Remén, but with the 
knowledge of President Guizado, who had promised him the lucrative post of 
Minister of the Interior and Justice in return for the "job." He also 
implicated Guizado's son and two business partners in Guizado's engineering 
firm. Mir6é's full confession was read to the National Assembly in an 
emergency pre-dawn session, and the Assembly immediately impeached Guizado 
and ordered his arrest and trial on charges of plotting Remén's assassination. 
At the same time, Ricardo Arias Espinosa, who had been Remén's second Vice- 
President and later first Vice-President under Guizado, was sworn in as the 
new President, Panama's third in 13 days. 


Guizado's implication in the plot came as a complete surprise to all 
coneerned. A 55-year-old millionaire construction engineer who had entered 
politics 20 years ago, he had deserted Arnulfo Arias' camp in 1952 to run for 
election with Remén. Since Remén's election the two had worked hand in hand 
on various projects, including the new Canal Treaty. Guizado was considered 
Remén's most trusted friend among high government officials. 


At this time the innocents caught in the National Guard's initial roundup 
were released. Among them was Irving Martin Lipstein, a U.S. citizen, who had 
stopped over in Panama early in January while on a pleasure trip through 
northern Latin America. Lipstein had been arrested on January 3 after he had 
aroused the National Guard's suspicion by his sudden desire to leave the 
country the morning after Remén's death. 
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Guizado was arrested at his home on January 14, and the National Assembly 
began preparations for his trial, which was to be in the Assembly as required 
by the constitution in the case of a President. However, complicating legal 
factors arose, and the trial was delayed. Guizado's lawyers, trying to avoid 
trial in the pro-Remén Assembly, attempted to have it transferred to the 
Supreme Court. They argued that the acts Guizado was charged with were 
committed before he became President, and that the case was therefore outside 
the Assembly's jurisdiction. They are also determined to battle on a legal 
point which states that it is impossible to try an alleged accessory before 
the principal accused person -Miré- has been brought to trial. Miro is to 
stand trial in the ordinary criminal courts, and the proceedings may involve 
long delays. By the end of the month the Supreme Court had ruled in the 
Assembly's favor. 


Although the confessed assassin and his alleged accomplices are in the 
government's hands, the case has not been closed. Some observers feel Miré's 
story is too simple, and that there must have been someone else involved in 
the actual killing. Also, Guizado's role in the murder plot as told by Miré 
is doubted by some, among them President Arias Espinosa. Perhaps signifi- 
cantly, the two U.S. detectives who helped the National Guard with the 
investigation have stayed on in Panama. 


As the dramatic murder case approached solution late in January, atten- 
tion reverted to the present political situation and the outlook for the 
immediate future. The general consensus is that President Arias Espinosa, 
young (he is in his forties) and relatively inexperienced, must make his mark 
felt quickly or succumb to the mounting pressures within the Panamanian 
political cauldron. There is some question as to whether he can restore 
stability and keep the numerous political contenders under control. Doubts 
on this point are heightened by fears that the two top men in the National 
Guard, Colonels Bolivar Vallarino and Saturnino Flores, could soon be 
dictating policy in much the same way as Remon did before he became President. 
Also, Arnulfo Arias, kept in prison intentionally throughout the investigation 
into Remén's death to insure his not taking advantage of the confusion, has 
now been freed, and is not expected to give up his political activity. 


President Remén's long crusade for a new Panama Canal Treaty with the 
U.S. was finally rewarded with the signing of the final treaty on January 25, 
three weeks after Remén's assassination. President Arias Espinosa's Foreign ~ 
Minister, Octavio Fabrega, signed for Panama, and the U.S. Ambassador signed 
for the U.S. Among the terms of the treaty, announced in detail last month 
(H.A.R., VII: 12), is one which increases the annuity paid by the U.S. for 
the use of the Canal Zone from $430,000 to $1,930,000. The U.S. also agrees 
to set up a uniform wage scale for U.S. and Panamanian workers in the zone, 
and to return to Panama several parcels of land and some installations no 
longer needed by the Zone Administration. The value of these lands is 
estimated at between $20 and $30 million. Under the treaty's terms, Panama 
also gets the right to tax the incomes of approximately 17,000 Canal Zone 
employees who are not U.S. citizens and who live outside the zone. 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


When dictator Batista took control of Cuba by force in 1952, his contempt 
of the constitution could hardly have been more complete. Since then, he has 
often repeated his desire to return to constitutional procedures. Elections 
were finally held in November 1954. Even though the last opposition party 
(Auténtico) withdrew on the eve of the election (H.A.R., VII: 10,11), some 
of its candidates were elected anyway. In the House, the government repre- 
sentatives numbered 114 to 16 for the opposition; in the Senate, the 
electoral law allotted the opposition 18 of the 54 seats. Although oppo- 
sition leader Grau San Martin had urged his Auténtico candidates who were 
elected to boycott the legislative sessions which met for the first time on 
January 28, the only ones who did so were José Miguel Morales, elected to the 
House from Havana province, and Francisco Grau Alsina, a nephew of Grau San 
Martin, who was elected to the Senate from Havana province. After a pre- 
session caucus, the other Auténtico Senators and Representatives agreed to 
take their seats and to work for a program which would include a general 
political amnesty, the return of exiles from abroad, and a by-election in 
1956 in which the minority would be guaranteed a larger number of seats in 
the House. If the government failed to cooperate in this program, they 
inferred they would withdraw in a body. The government had anticipated all 
the legislation in which it was immediately interested by issuing an extraor- 
dinary number of decrees just prior to the convening of Congress. 


One other important step toward the return to constitutional government | 
had been taken on January 3, when mayors and aldermen had been sworn in 
throughout the country. The final step would come with the inauguration of 
General Batista as President on February 24. Government would then proceed 
again according to the Constitution of 1940. 


Communism was outlawed by one of the decrees put into effect just before 
the new Congress assembled. The new law, published on January 19, declared 
all Communist and pro-Communist organizations illegal and established 
penalties against them. Immigration authorities were to refuse admission to 
Red agents, and foreigners involved in Communist activities would be 
deported. Communist propaganda in all forms was to be suppressed. 


The customary anti-Batista agitation among student groups continued 
during January. On January 26, Gregorio Iglesias and Miguel Angel Diaz Pardo, 
two Matanzas students who were arrested in connection with minor bombings in 
that city, revealed the existence of two "suicide brigades" at the University 
of Havana which had been formed by Aureliano Sanchez Arango originally for 
the purpose of assassinating Batista before he took office on February 24. A 
number of students attempted to go to Costa Rica to fight the rebels there, 
but most were stopped before they could leave Cuba. Eight of those who did 
get there and who returned on January 27, including José Echeverrfa, 
president of the University Student Federation, were held for questioning in 
connection with the alleged assassination plot. In Santiago, some 200 
students were dispersed on January 29 as they marched toward the statue of 
José Marti shouting "Down with Batista." 


Cuba was more preoccupied than usual during January with sugar; there was 
a trilogy of interrelated problems: setting the production quota and labor 


conditions for the immediate 1955 harvest, preparing for the imminent battle 
in the U.S. Congress, where various interests would try to reduce Cuba's 
share in the U.S. market, and appraising the effectiveness of the Inter- 
national Sugar Council after its first postwar year of operation. As for 

the 1955 sugar harvest which was about to begin, falling prices, carryover 
stocks, and committments to the International Sugar Council caused the govern- 
ment to reduce this year's production quota to 4.4 million tons, about 
250,000 tons less than for 1954. The 400,000 workers would continue to 
receive about the same wages per hour, but the government estimated that 
total wages for the season would be about 7.3% less than for last year. In 
an effort to keep down costs of production, authorization was also given to 
ship sugar in bulk; this would save both the cost of the sacking material and 
that of the labor involved in handling the sacks. As usual, these moves were 
denounced by labor spokesmen. The days of the harvest were reduced from 31 


last year to 30 this year. 


Cuba's present share of the U.S. market was also to be sharply contested 
by several powerful groups in hearings which Congress planned to call in 
connection with the revision of the present U.S. sugar act. Domestic cane 
producers, lead by Senator Ellender of Louisiana would attempt to increase 
their present quota of 500,000 tons by an additional 100,000 tons, while beet 
producers led by Senator Dworshak of Idaho would try to increase their 
1.8-million-ton quota by 200,000 tons. In the meantime, Mexico hired ex- 
Secretary of the Interior Oscar Chapman to try to boost its quota from 11,000 
tons to 100,000 tons, a figure which had already been proposed for Mexico by 
Representative James B. Utt of California. Ambassador Fernando Berkemeyer of 
Peru cailed on Assistant Secretary of State for Inter-American Affairs Henry 
F. Holland to protest the 51,000-ton quota currently allotted to his country. 
All these interests were sniping at Cuba's present U.S. quota of about 
2.7 million tons. 


Cuba was also presenting its side of the story, the fact that in spite 
of its small size, it is the United States' sixth best customer. Its 
strongest supporter to date has been Congressman Albert P. Morano of 
Connecticut who conducted a special study mission to Cuba for the House 
Committee on Foreign Affairs at the end of 1954. His short but comprehen- 
sive report points out the salient facts involved, especially the $427 mil- 
lion which Cuba spends each year for purchases in the U.S. 

In the world market, where Cuba disposes of its sugar not sold to the 
U.S., there was also a system of quotas and price controls which Cuba had 
helped to set up in the summer of 1953 (H.A.R., VI: 7,8) at the Inter- 
national Sugar Conference at London. This system is administered by the 
International Sugar Council, which has just finished its first year of 
operation. On the whole, the Council had succeeded fairly well: average 
prices for the year on the New York market were not much below the 3.25¢ per 
pound minimum set by the Council. Future prices were below this minimum 
about 43% of the time. While world production was still ahead of consumption, 
there was a good chance that with proper management, the goals of the Council 
could be maintained. The organization and the intricacies and problems 
involved in the operation of the International Sugar Council are explained in 
detail by Professor Boris C. Swerling of the Food Research Institute of 
Stanford University in the December 1954 issue of the American Economic 


Review. 
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HAITI 


On January 26, President Magloire, at President Eisenhower's invitation, 
arrived in Washington for a three-day visit-of-state. The visit, mainly 
devoted to the cultivation of good-neighbor relations, included as the high 
points of official business, an address by President Magloire before a joint 
session of Congress and the ceremonious signing of a Military Assistance 
Agreement between the U.S. and Haiti. This was the llth such agreement 
signed between the U.S. and a Latin-American country under the terms of the 
Mutual Security Act. In his speech before Congress, President Magloire 
declared that he sought to make the people of his country immune to Communism 
by raising the standard of living. He lauded Eisenhower for the continuation 
of the good-neighbor policy and the intensified assistance of the present 
administration in such projects as those which are under way in the 
Artibonite Valley, which have been made possible by loans from the Export- 
Import Bank. He declared that through these and other measures, such as the 
initiation of the Point-Four Program (H.A.R., VII: 12), the U.S. has 
inspired the confidence of the Haitians. 


As a token of appreciation, members of the U.S. armed forces who played 
a prominent part in rushing emergency hurricane relief to Haiti, were 
decorated by President Magloire. Many of those honored were crew members of 
the aircraft carrier Saipan (H.A.R., VII: 10). 


In New York, addressing a group of investors, the President outlined 
Haiti's economic position. He explained that a $40 million, five-year 
economic development (started in 1951) had been slowed by declining crop 
prices, failure of the 1952-1953 coffee crop and damage from hurricane Hazel 
last October. The most needed item is capital advanced on a strictly 
business basis, at the market rate of interest. The financiers were told 
that up to September 1954 the total amount of Haiti's debts and commitments 
was only $15,850,000. This leaves a wide margin in the country's capacity 
for debt payment, since its actual national income has been estimated at 
$200 million, and the total of public expenditures in the last fiscal year 
was only $35 million. 


At a similar address to the Haitian-American Association, a group of 
Americans with financial interests in Haiti, President Magloire promised 
"legislation" to protect American businessmen "in return for their friend- 
ship, their capital, their technical skill and experience." 


In New York, the honorary degree of doctor of laws was conferred on 
President Magloire both by Columbia and Fordham Universities. 


To expedite reconstruction Haiti not only looks to foreign investors but 
also to tourists. Recently an expansion of hotel andwecreational facilities 
to attract more tourists from the U.S. has been undertaken (H.A.R., VII: 11). 
A school for hotel management and catering has been established in Port-au- 
Prince with the help of a United Nations technical assistance expert. The 
new school will give courses in restaurant and hotel procedure, the purchase 
and preparation of food, accounting, hygiene, geography and foreign languages, 
including French, English and Spanish. Visitors from the United States spent 
$5 million last year. This sum represented nearly one-sixth of the annual 


budget. 
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DOMINICAN REPUBLIC 


The prompt action taken by the 0.A.S. to avert armed conflict between 
Costa Rica and Nicaragua (See COSTA RICA), although generally applauded 
throughout Latin America, was attacked in the Dominican Republic by the 
government-controlled press and radio. The fact was obscured that the 0.A.S. 
acted only after verifying that the Costa Rican rebels were being aided 
directly by Nicaragua, and the people of the Dominican Republic were given 
the impression that the 0.A.S. had intervened in Costa Rica in what was 
mainly a domestic uprising. The government was attempting to discredit the 
0.A.S. because it claimed that the 0.A.S. had failed to act in 1947 when 
called upon by the Dominican Republic in the case of the Cayo Confites 
expedition. At that time, a group of revolutionists and mercenaries spon- 
sored by the enemies of Dictator Trujillo were allegedly planning an attack 
on him from Cayo Confites, a nearby Cuban base. 


President José Figueres of Costa Rica was also singled out for an 
intemperate blast on January 27. El Caribe, the government-sponsored daily 
in Ciudad Trujillo, quoted at length from a letter supposedly written in 1950 
by Figueres to his secretary, Rosendo Arguello, Jr., a Nicaraguan, then in 
Mexico. Implying that Figueres is a Communist, El Caribe also charged that 
his political philosophy "is based on murder, hypocrisy, calumny, deceit, 
irreverence, absolute contempt for any expression of the people's will or the 
honesty of the individual, and a racial complex which makes the boldest 
theories of Nazism appear pale." Apparently, these charges were not to be 
dignified by a reply. 


The government announced that more immigrants will be encouraged to 
enter the country. Generalissimo Trujillo is said to have promised that 
German, Italian, Spanish, and Japanese immigrants would enjoy the same con- 
ditions and receive the same treatment as the Spanish immigrants already 
settled in the north of the island. In the recent trade treaty signed with 
Japan concerning tariffs, commerce, and navigation, a provision was included 
which would provide for the emigration of 5,000 Japanese families. 


Tax collections during 1954 reached the record-breaking total of 
$110.4 million. This contrasts with the $7 million received 25 years ago. — 
A favorable balance of trade in the amount of about $40 million was also 
achieved for 1954. 


The New York and Cuba Mail Steamship Company, also known as the Ward 
Line, has taken over the operations of the Dominican Steamship Line. Harold 
Vinnick, formerly in charge of the Stevenson Line office in Genoa, has been 
transferred to Ciudad Trujillo as director of operations. Prior to World 
War II, the New York and Cuba Mail was an affiliate of the Atlantic,Gulf,and 
West Indies combine (A.G.W.I.) which also included a service to the . 
Dominican Republic. However, the New York and Cuba Mail has previously 
specialized mainly in shipping between New York, Cuba, and Mexico, 


Firms doing business in the Dominican Republic with an annual profit of 
$30,000 or more must now show evidence that they own their own premises or 
that they are in the process of building. The penalty is suspension of the 
commercial license which permits them to conduct business. 
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PUERTO RICO 


Many observers expect 1955 to be very promising for the economy of 3 
Puerto Rico--perhaps the most promising of the island's 462-year history. In e 
the last few years Puerto Rico has become decreasingly dependent on the one- 
crop sugar economy for its income. In 1954 exports of many other ‘ 
commodities were almost equal in value to the sugar shipped. In 1950 sugar 4 
accounted for every fifth dollar of the total net income; by 1954 this q 
dependence had been reduced to one dollar in ten. The government looks upon 4 
industry as the key to Puerto Rico's hopes for the future, and is encouraged r 
by the push being made in industry there today. 


Because of the improving conditions on the island and fewer work j 
opportunities on the mainland, total net migration for 1954 was even less 
than the 24,000 predicted in November (H.A.R., VII: 11). Year-end figures 
released by Clarence Senior of the Puerto Rican Labor Department indicated 
that the actual net migration was 21,531. This represented a decline of 
68% from the 1953 migration figures. 


The employees of two of the most famous hotels in Puerto Rico went on 
strike in January, thus greatly injuring the tourist trade. The hotel 
workers were asking for a 15-25% raise in wages, and a reduction in hours 
from 48 to 40 a week. The chief of personnel of the Caribe Hilton said that : 
330 of his employees were on strike, while only 14 remained to carry on the : 
hotel services. Of the 250 employees of the Condado Beach Hotel, only about 
50 have remained at work. 


Governor Munoz Marin recommended this month that there be a greater 
exchange of students and teachers between Puerto Rico and the United States. 
He referred to the difficulty that the migrants to the United States have 
because of differences in language, customs, and in social, economic and 
cultural conditions. : 


The government continues to seek ways to relieve the surplus population 
in Puerto Rico. Governor Munoz Marin is examining the possibility of 
settling Puerto Rican workers in Brazil and in fertile and uninhabited areas 
of Costa Rica. The President of Costa Rica, José Figueres, has been very 
receptive to the idea. Plans are now being made to send a commission, 
probably headed by Secretary of Agriculture Ramén Colén, from Puerto Rico to 
Costa Rica to study the project. 


Continuing the trials which were an aftermath of the shootings in 
Congress (H.A.R., VII: 10), three prominent leaders of the Nationalist 
party of Puerto Rico were sentenced to from three to ten years in prison for 
trying to overthrow the Puerto Rican Government by force. The three 
tes gy were Juan Herndndez Valle, José Rivera Sotomayor, and Ramon Medina 
Ramirez. 


Some 60,000 sugar workers employed by 16 sugar centrals were delaying 
this year's harvesting pending a final agreement on wages and working 
conditions between the sugar unions and the Sugar Producers' Association. 

The harvest delay has already seriously affected laborers and employers alike 
in Guayama, Aguirre, Camuy, Cayey, Manati, Ensenada, Yauco and in other com- 
munities. Of the 32 centrals that the Island has, only five of them have 
started harvesting this year. 
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The polio epidemic continued to be serious throughout January. The 
concentration of the disease is now in the Catano area, where there have been 


more than 12 new cases since the 20th of the month. 


GRAN COLOMBIA 
VENEZUELA 


Heavy winter demand for fuel oil in the United States has pushed 
Venezuelan crude oil production to an all-time high. During November 1954, 
production averaged 2,015,391 barrels a day, which is the first time that 
Venezuelan production has topped the 2-million-barrel daily mark. However, 
the number of oil rigs on exploratory and development drilling dropped in 
mid-November as compared to a month earlier, and the total number of oil 
well completions in 1954 is expected to be at least 50 less than the 802 
completions in 1953. La Compania Shell de Venezuela, as well as Creole 
(H.A.R., VII: 12), has announced that its budget for 1955 will show an 
increase over 1954. Creole, a subsidiary of Standard Oil Company (New 
Jersey), is shifting most of its attention this year to the eastern fields, 
which are now relatively less profitable than the western. The eastern area 
offers particularly difficult problems, but the potentials for oil develop- 
ment are considered large, and there has been a big competitive rush among 
the oil companies in surface exploratory work there. 


There is still much construction work being done in the oil industry. 
Refining plant construction since the end of the war has made Venezuela the 
largest refinery in Latin America. Approximately two-thirds of Venezuela's 
erude oil production comes from the Lake Maracaibo basin. Prior to World 
War II, the basin's crude oil was shipped to the Dutch West Indies for 
refining, but now substantial amounts are shipped through large pipelines to 
the Shell refinery, Latin America's largest, at Punta Carddén on the 
Paraguana Peninsula and to the Creole refinery on Amuay Bay, north of Punta 
Cardoén. Shell recently announced plans to erect a large catalytic-cracking 
unit at Punta Cardén which could process 35,000 barrels daily in addition to 
the 165,000 barrels a day now being processed. Creole recently built a 
$39.5 million addition to its Amuay refinery, bringing Creole's refining 
capacity in the west up to 140,000 barrels daily. 


At the invitation of the Creole Corporation, officials of the U.S. 
Government, important petroleum executives, and newspapermen attended the 
recent inauguration of the Conservation Plant Tifa Juana No. 1, Creole's 
$20 million gas conservation plant built seven miles offshore in Lake 
Maracaibo. The plant, the first of several planned, is designed to obtain 
an immediate increase of 50% in oil production rates and a one-third increase 
in ultimate recovery of oil from the field by injecting into the earth the 
natural gas obtained while extracting petroleum. 


The government has recently set aside more than $6.5 million for initial 
expenditures in setting up a petrochemical industry to use up the enormous 
gas production of the country, much of which has been flared in the oil 
fields in the past. The eastern state of Anzodtegui is prominently 
mentioned as a site for the project, placing it fairly near such other 
ambitious undertakings as the projected steel mill and the Caron{ power 
project. 


Venezuelan businessmen are much disturbed over whether the U.S. Congress 
will pass the proposed legislation restricting American imports of 
petroleum. The present Venezuelan economy is largely based on the income 
from oil exports, and the United States is its most important customer. 

Even a relatively minor curtailment in oil imports could set off a 
Venezuelan “recession” and perhaps have a serious effect on relations 
between the two countries--political as well as economic. Furthermore, 
competition from Middle Eastern oil is lessening the demand for Venezuelan 
oil in the Eastern Hemisphere, while Canada's oil industry is making that 
country increasingly independent of oil imports from Venezuela. Opponents 
in the United States of the proposed legislation argue that the economic 
losses from import restrictions could be proportionately greater for the 
Americans than for the Venezuelans, since money earned in Venezuela from oil 
exports is spent mostly to buy American goods. Venezuela pays for over 

$500 million worth of goods from the U.S. annually, without the necessity of 
loans from the U.S. Treasury. In addition, $350 million comes in to the 
U.S. from profit remittances, freight, insurance, etc. The supporters of 
the proposed legislation are mostly coal and independent domestic oil 
interests. American businessmen feel that while the U.S. coal industry does 
have to compete with the Venezuelan oil industry, the U.S. oil industry does 
not, because the oil imported from Venezuela is mostly heavy fuel oil or 
specialty types of crude oil which are not abundant in the United States. 


One of the complications that could come up is the possible effect on 
trade agreements between Venezuela and the United States. The Venezuelan 
Foreign Ministry recently announced that the government is planning to 
review all existing trade treaties and request revisions where circumstances 
warrant them, because Venezuela's commercial relations with many countries 
have changed radically since World War II. The United States and Venezuela 
discussed this subject a year ago. - 


Miguel Eduardo Rivas, director of customs and delegate to the Rio de 
Janeiro inter-American economic conference, praised the resolutions passed 
on united Latin American economic action. He said that the resolutions 
passed by the conference which most favor Latin America and Venezuela in 
particular are: the pronouncement against restrictions on international 
trade, the resolutions concerning transport, and the resolution on 
consultation between countries in the event that a country's economy is 
affected by restrictions. Venezuela has been especially interested in the 
last point because of its fear that the United States will set up 
restrictions on the import of petroleum. 


Anticipating any trouble that might occur in the Formosa crisis, 
Foreign Minister Aureliano Otanez pledged Venezuela's petroleum and iron ore 
to support the U.S. Government. 


Although oil is still the basis of Venezuelan economy, iron ore mining 
has become another major industry. During 1954, Venezuela became the most 
important foreign source of iron ore for the United States. Canada ranked 
second, Peru third, and Chile fourth. The ore, from the Cerro Bolivar 
fields mined by the Orinoco Mining Company (U.S. Steel subsidiary) and from 
the El Pao fields mined by a Bethlehem Steel subsidiary, can be delivered to 
steel mills in the U.S. for $10 or less a ton. The mines of Cerro Bolivar 
will soon be able to produce 10 million tons, which would double the present 
shipments of the country. Dr. Luongo Cabello, Minister of Mines and Hydro- 
carbons, recently revealed that the Venezuelan Government now has as a 


q 
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"reserved zone” high grade iron ore deposits which exceed in importance the 
combined concessions given to U.S. Steel and Bethlehem, but the 
administration does not wish at the present time to give out more iron 


concessions. 


At the end of January, representatives from Venezuela and Spain met in 
Madrid for the last discussions on an aerial transport agreement which both 
countries have now signed. Meanwhile, in Caracas, the Consejo Técnico 
Nacional de Aeronautica was reviewing this agreement and a similar one with 
Portugal. Both would very likely be ratified. The government-owned Linea 
Aeropostal Venezolana (L.A.V.), which now makes one weekly flight to Madrid, 
will make four stops weekly there on its new European flights (H.A.R., 


Vit: 


The Venezuelan Foreign Ministry has also asked the government of West 
Germany for permission for the L,A.V. to establish a stop in Frankfort 
beginning about April 1. Commercial aviation circles believe the 
authorization will probably be granted because West Germany is interested 
in establishing similar services with Latin American nations in the future. 
L.A.V. also plans to extend service to New Orleans and elsewhere in the 


United States. 


The Foreign Ministry has informed business associations throughout the 
country that the Inter-American Investment Conference will meet in New 
Orleans from Feoruary 28 to March 3 with the object of trying to discover 
the best methods of attracting foreign capital to Latin America. Both the 
government and industry want to attract more North American capital to 
Venezuela. Dr. César Gonzalez, Venezuelan Ambassador to the United States, 
recently declared that opportunities for capital investment are better in 
Venezuela than in any other country. 


The Venezuelan Government reported cash reserves in the National 
Treasury amounted to $100 million for the first three months of the 1954- 
1955 fiscal year. The value of the bolfvar is still 3.38 to the dollar, 
although the recent demand for bolivares exceeds the supply and might 
indicate a moderate rise in value. 


In answer to questions from reporters during his visit to the State of. 
Miranda, Colonel Pérez Jiménez said that, as of then, contrary to earlier 
rumors, he had not thought about making any change in the cabinet. He also 
denounced as false the Costa Rican charges that Venezuelan planes had 
participated in the recent abortive revolt. The President stated further 
that if the charges are officially presented, Venezuela will immediately 
ask that sufficient proof be presented. 


An agreement was signed between Venezuela and Montecatini, a large 
Italian chemical company, to build a fertilizer factory in Venezuela which 
would produce 30,000 tons of synthetic nitrates yearly. 


The Venezuelan Ambassador to the Organization of American States, Tito 
Gutiérrez Alfaro, delivered the Venezuelan ratification documents of three 
conventions signed during the 10th inter-American conference. The 
conventions concern territorial asylum, diplomatic asylum, and the develop- 
ment of inter-American cultural relations. This is the first time that 
Venezuela has ratified an international convention on asylum. Venezuela is 
the first nation to ratify the convention on cultural relations. 


COLOMBIA 


For the past several months there have been many requests for the lift- 
ing of the state of siege in the republic. The same subject has received 
considerable editorial comment, particularly in the Liberal newspapers. 
Those who believed that normalcy had returned to Colombia received a shock 
from the New Year's message of President Gustavo Rojas Pinilla to the 
nation. The President declared that he does not intend to lift the state 
of siege during his term of office, which is scheduled to expire in August 
1958. By that time the nation will have had almost nine years of modified 


martial law. 


Reaction to the presidential pronouncement was mingled. Most 
important by far was the resignation of 86-year-old Eduardo Rodriguez 
Pineres, a Liberal magistrate of the Supreme Court who had been appointed 
by President Rojas Pinilla. The resignation, accepted by the President, 
was brought about by the failure of the chief executive to end the state of 
siege which Rodriguez Pineres considers illegal. He feels it should have 
been suspended "when the internal uprising was put down” or when the "war 
abroad" was ended, the two conditions under which the constitution permits 
its invocation. President Rojas Pinilla indicated in his message that he 
considered that a lifting of the state of siege would bring about political 
wrangling similar to that which originally made it necessary on November 9, 


1949. 


Two events took place during the month which had as their object the 
support of the present administration. The President met with prominent 
Conservatives, Liberals and various labor leaders to enlist for the govern- 
ment their support and that of "good patriots.’ Minister of the Interior 
Lucio Pabén Nunez, broadcast a message throughout the country in which he 
sought popular backing for the "National Action Movement," described by him 
as a temporary grouping from all sectors of national life and not to be 
construed as a third party of "third force" as reported last month (H.A.R., 
VII: 12). Perhaps in refutation of the editorial published in El 
Espectador, in which a parallel was drawn between President Rojas Pinilla 
and President Juan D. Perén of Argentina, the Minister denied that the 
government was imitating any foreign systems or persons but rather was 
distinguished by the "truest Colombianism.” 


New York banking circles regarded the financial position of Colombia 
as good and considered that it should continue so, provided that the govern- 
ment continue to control imports. Some $70 million in payments to U.S. 
exporters are in the process of being made after payment was blocked last 
October (H.A.R., VII: 10). The buying spree of the previous year and a 
half is over. United States exporters may find a slightly smaller market in 
Colombia, though the situation should not be too serious so long as coffee 
prices do not dip too sharply. Gold and foreign exchange reserves were 
above the $200 million minimum which Colombian authorities consider 
essential to the economy. Latest information available shows a reserve of 
$211 million in mid-December, and indications are that the total has 
increased. The manager of the Coffee Bank, Antonio Alvarez Restrepo, stated 
on January 20 that the country had begun the new year with a balanced 
economy, that the economic policy was sound, and that no serious economic 
problems face the country. 


At the month's end, the coffee market in New York was demoralized. 
Brazil was faced with extremely stiff competition from other countries. 
Colombian coffees, which usually sell at a 2¢ to 4¢ premium over Brazils. 
were sold on the spot market at 65¢ a pound, while Brazils were held at 
their minimum export price of 64¢ f.0.b. (approximately 67¢ a pound at New 
York). Central American milds were just below the Colombians, while 
African coffees were undercutting the Central Americans. The United 
Nations released the contents of a note from the Colombian Government dated 
last September 13, sent in reply to a set of questions in a survey of 
commodity problems proposed last May by Secretary General Dag Hammarskjold. 
Colombia favors the setting up of an inter-governmental trade stabilization 
commission to recommend measures to deal with undue fluctuations in 
commodity prices. It is anticipated that a coordinating committee of the 
U.N. will soon issue a report on the question of a coffee conference. The 
latest forecast on the estimated 1954-1955 Colombian coffee crop is a 
record 7.1 million bags, which with a carry-over of 1.4 million bags, gives 
an estimated potential available supply of 8.5 million bags. 


El Tiempo reported during January that the mission to France headed by 
Roberto Jaramillo Ferro, manager of the Colombian steel mill company, 
Acerfas de Paz del Rfo, had secured a loan of $40 million from a Paris bank 
to expand the facilities of the new industry. In addition, the mission has 
received assurances of equipment and technical assistance for the new 
venture from France, Great Britain and West Germany. An Italian-Argentine 
company is organizing a Colombian company, Siace Minera e Industrial de 
Colombia, which expects to be producing 700 tons of copper sulfate monthly 
within eight months. This chemical, used in sprays, is in great demand by 
the coffee producers, and may lead to the formation of a new industry which 
would produce copper ingots, wire, nails, pipes and other products in 
Colombia. Technical assistance will be furnished by the parent organization 
from personnel now located in Argentina. 


Preliminary measures towards the ultimate development of the Cauca 
Valley along the lines of the Tennessee Valley project were taken during the 
month. The governor of the department of Valle del Cauca, Dr. Diego Garcés 
Giraldo, president of the board of the Corporacién Auténoma Regional del 
Cauca, announced that two New York engineering firms and a Colombian 
organization had been retained to conduct engineering studies in connection. 
with the project. The first steps towards financing the project through 
the World Bank are presumed to have been taken, since Dr. Garcés also 
announced that the bank will send a mission to Colombia in February. David 
E. Lilienthal, former T.V.A. chairman, and William Hayes, former assistant 
to the manager of T.V.A., have been named as advisors to the corporation. 


Transportation items of interest during the month include the inaugu- 
ration of a new oil pipe line between Medellin and Puerto Berrfo, and the 
opening of a new service by the Grancolombiana Line January 15, to link west 
coast ports of Colombia and Ecuador to the Pacific ports of North and 
Central America. The line currently has four ships under construction in 
West Germany at a total cost of $4.5 million. The four ships of 5,000 tons 
each will add greatly to the capacity of the Colombian-Ecuadorean merchant 
fleet, which now owns 20 ships and has an additional 10 chartered vessels. 
Grancolombiana plans to add two vessels annually and hopes eventually to 
have the largest fleet in the South American trade. 


Julio Samper, senior member of the National Telecommunications Company 
(Empresa Nacional de Telecomunicaciones) announced in New York that the 
government company will spend $40 million during the next five years to 
improve Colombia's telecommunications network, particularly the long 
distance service. Approximately $20 million of the amount will be spent 
for imported equipment; with the remainder, new telephone exchanges will be 
puilt in Bogota, Medellin, Cali and several other smaller cities. It was 
further reported during the month that the government, with U.N. help, will 
inaugurate a system of schools via radio to expand the fundamental 
educational program. A potential enrollment of about a million persons is 


envisaged. 


The Confederacién Nacional de Trabajadores de Colombia (C.N.T.) an 
affiliate of the Argentine-led Asociacién de Trabajadores Latinoamericanos 
(ATLAS) was accused of being anti-Catholic by the Archbishop of Antioquia 
and four Antioquian bishops in a pastoral letter published during the early 
part of the month. Cardinal Crisanto Luque, primate of Colombia, added his 
agreement to the condemnation, as did the Unién de Trabajadores Colombianos 
(U.T.C.). C.N.T. was prompt to deny that the organization was anti- 
Catholic and further denied the charges of peronismo or justicialismo and 
Communism with which it was labelled in the pastoral letter. 


ECUADOR 


Although Ecuadorean politics returned to a near-normal level of 
activity this month, effects of December's military uprising (H.A.R., 
VII: 12) are still being felt in some quarters. Still imprisoned for 
participation in the abortive revolt are Lt. Col. Jorge Echevarria, Major 
Carlos Puga, and Major Guillermo Guerrero Varillas. Luis Maldonado Tamayo, 
Socialist deputy from Cotopaxi, is also being detained in Quito, although 
there appears to be some doubt about his implication in the affair. The 
unsuccessful military coup d'etat has resulted in the reshuffling of many 
positions in the Ministry of Defense. In addition to the appointment of 
Pedro Menéndez Gilbert as the new Minister, José Franco has been named as 
Commanding General of the Army, while General Angel Vaquero Davila has been 
named as the Chief of Staff. As yet all the positions in the ministry have 


not been filled. 


President Velasco Ibarra is scheduling a still more extensive reorgan- 
ization of the cabinet for next month. One of the ministers who will be 
replaced is Minister of Interior Camilo Ponce Enriquez. The President 
stated in a letter to the newspaper El Comercio, however, that the 
resignation of Ponce Enriquez has no connection with the recent military 
disturbance. He added that Ponce Enriquez has several times expressed a 
desire to resign from his post, but that he had been asked to remain in 
office until February. 


The Ministry of Communications has closed the radio station Gran 
Colombia on the pretext that the station violated Article 113 of the radio- 
electric installations regulations, which prohibits the transmission of any 
matter potentially harmful to national or international relations or which 
shows disrespect for government officials. It seems that Gran Colombia 
made the mistake of broadcasting the inauguration ceremony of the 2lst 
convention of the Socialist party, during which Manuel Agustin Aguirre, 
secretary general of the party, made a speech severely castigating 


President Velasco Ibarra. In the same vein, criminal action has been 
started by the Ministry of Interior against the Socialist paper La Tierra. 
The newspaper is being prosecuted because one of its recent articles 
dealing with the December uprising allegedly contained insulting remarks 


about the President. 


In a recent speech at the sports coliseum in Quito, President Velasco 
Ibarra declared that the Organization of American States cannot be an 
effective force against aggression unless it has a body of international 
police at its disposal. He added that, if such a police force is not 
forthcoming, all the American nations will have to arm themselves for 
defense in order to give the 0.A.S. time to act. 


José Vicente Trujillo, Ecuadorean delegate to the United Nations 
Assembly,has been honored by an informal committee of the Secretariat 
functionaries as the man to have delivered the best speech before the 


General Assembly in 1954. 


The Government of the United States has conferred the Legion of Merit 
upon General Angel Vaquero Davila for his contribution to the "plans 
essential to the defense of the American continent." General Vaquero 
Davila was for three years military attaché to the Ecuadorean Embassy in 
Washington; he recently returned to Quito to become chief of the armed 


forces. 


Two news items in January indicated a stepped-up tempo in relations 
with West Germany. The governments of Ecuador and West Germany have de- 


cided that the importance of their economic and cultural relations warrants ’ 
the elevation of their respective diplomatic representatives to the rank of 

ambassadors; and Ecuadorean railroads are making arrangements to import : 
about 50 autocarriles (bus-like one-coach trains) from West Germany. Each , 


streamlined, air-conditioned coach will have a 36-seat capacity and a 
guaranteed speed of 46 miles an hour‘over any grade on the mountainous 
line which links the coastal plains with the Andean cities. 


Representatives of Ecuador and Spain recently signed a new cultural 
agreement under which the two countries will exchange teaching personnel. 


PACIFIC COAST REPUBLICS 
PERU 


President Manuel A. Odrfa, who, it has been rumored, is striving for 
an unconditional second term in office, appears to be having some diffi- 
culty in maintaining a secure position during his current term, which is 
scheduled to end in 1956. The first sign of trouble appeared last August 
(H.A.R., VII: 8) when General Zenén Noriega, then Minister of War, was 
charged with anti-government activities and exiled to the United States. 
The August incident was followed early in December by a little-publicized 
conspiracy headed by General Miguel Monteza Tafur, reportedly acting under 
the direction of General Noriega, who had by then established residency in 
Buenos Aires. Late in December (H.A.R., VII: 12) Carlos Miré Quesada Laos 
and his brother Enrique, members of the prominent Mirdé Quesada family 
which owns the newspaper El Comercio, were charged with revolutionary 
activities. Carlos, who had sought refuge at the Brazilian Embassy in 
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Lima, was granted safe-conduct to Brazil via Chile. Enrique spent several days 
in prison, part of the time in solitary confinement, before he was allowed to 
leave the country for Panama. On January 10, from his refuge in Panama, 
Enrique published an explanation of the December occurrences. His arrest, he 
claimed, was the result of a document signed by one Wilfredo Pflucker, who had 
been arrested for conspiracy and subjected to 30 hours of interrogation. 
During his imprisonment, Enrique apparently underwent a similar interrogation 
and was requested to sign a list of names implicating several military men 
with whom he was not acquainted. Despite his refusal to sign the list, 
Enrique was freed on January 9 through the good offices of the recently- 
assassinated President Remon of Panama, who had intervened on his behalf 
shortly after the arrest. 


The Mirdé Quesada brothers have both denied any connection with an anti- 
Odria revolutionary plot, although Enrique did admit having several 
"interesting conversations" with people who desire a “civil government" and 
want to form a party to support a civilian candidate for the 1956 elections. 
Admittedly distrustful of military governments because of their tendency to 
evolve into semi-permanent dictatorships, Enrique charged President Odria with 
having suspended constitutional rights when he took over the government six 
years ago. Carlos Miré Quesada stated in Santiago that his name had been 
mentioned as a possible candidate for the 1956 elections. 


The official statement of President Odria and the Peruvian Government 
names General Zenén Noriega as the guiding force behind all three conspir- 
acies. From his headquarters in Buenos Aires, according to the government 
release, the ex-War Minister established a correspondence with Peruvian 
reactionaries and Apristas in order to plan and execute a revolution. The 
government, advised of these activities by unnamed sources, arrested Wilfredo 
Pflucker and seized several documents in his possession. These papers gave 
details of the plot and named several alleged conspirators, among them Carlos 
and Enrique Miré Quesada, Senator Alejandro Roel (still at large) from Ancash, 
and Deputy Edmundo Noriega, brother of General Noriega. A few days later, on 
January 14, Commander José Matallana, former aide to General Noriega, and 
Valentin Gazzani Cisneros, a "well-known enemy of the government," were 
arrested while trying to enter the country illegally from a Chilean "smuggling 
boat" at the southern port of Mollendo. Documents found in their possession 
allegedly revealed a plan for a military revolution, a list of possible 
members of a military junta under Zenén Noriega, names of potential cabinet 
members, and two manifestos to be issued to the nation. Matallana was accused 
of entering the country with the intention of instigating a revolt in 
Arequipa and planning for the re-entrance of Noriega into Peru while the 
government was occupied with the Arequipa disturbance. President Odrfa has 
pledged that all those involved in the plot will be apprehended and punished 
according to law and that internal peace will be maintained. Whether or not 
the charges of active conspiracy are well-founded, or whether Odrfa is merely 
attempting to tighten the reins of control is not entirely clear. It does 
appear certain, however, that enough strong elements are interested in the 
chief executive post to render difficult an attempt by the President at re- 
election in 1956, unless the opposition nullifies its efforts by dividing into 
too many competing factions. 


Victor Andrés Belainde, Peruvian delegate to the United Nations, stated 
in New York on January 13 that international law should adopt a new concept in 
relation to the limit of territorial waters. Prompted by the Onassis case, 
which was settled last month (H.A.R., VII: 12), and by the avowed intention 
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of the Peruvian Government to defend its claim of sovereignty to 200 miles off- 
shore, Belaunde declared that the ocean is no longer merely an avenue of 
communication between nations, as it has been considered in the past. The sea 
has become, he said, a vital source of food, and for those people or nations 
who depend upon it for sustenance, the ocean is logically a continuation of 
the national territory. The statement appears to be an attempt by Belaunde to 
sway international opinion in favor of Peruvian claims to maritime sovereignty 
in case Panama, which was involved in the Onassis case because several vessels 
of the whaling fleet were operating under Panamanian registry, carries out its 
threat to refer the question of maritime rights to the U.N. Security Council. 


Meanwhile, Peruvian authorities succeeded in collecting a second fine 
imposed on fishing vessels found operating within the 200-mile limit without a 
permit. During the last days of January, two U.S. fishing vessels, the "Tony 
Bay" and the "Western Clipper," owned by the Trans-Pacific Fishing and Packing 
Company of Seattle, Washington, were discovered to have caught several hundred 
tons of bonito fish within Peruvian-claimed waters and were detained at the 
port of Callao. The ships might have escaped detection, since patrol of the 
coast had been temporarily lifted, if the two vessels had not been forced to 
put into port for mechanical repairs and medical assistance for a sick crew 
member. A routine inspection of the ships revealed a catch of some 350 tons 
of fish in the "Tony Bay," and a fine of $5 thousand was promptly levied on 
the two vessels. The Trans-Pacific Fishing and Packing Company appealed to 
the U.S. State Department for intervention, and U.S. Ambassador Harold 
Tittmann delivered a note of protest, but the fine was paid on January 29, the 
day which had been designated as the deadline and on which, in case of non- 
payment, the ships would have been confiscated. 


On January 6 the American Smelting and Refining Company concluded prelimi- 
nary negotiations with Cerro de Pasco Corporation, Newmont Corporation, and 
Phelps Dodge Corporation for the formation of the Southern Peru Copper 
Corporation and for the joint exploitation of three large copper deposits at 
Toquepala (H.A.R., VII: 11), Quellaveco, and Cuajone, all located in southern 
Peru. The three mines will all be transferred to the new corporation, of 
which American Smelting and Refining will own 57 3/4%, Cerro de Pasco 16%, 
Newmont 10 1/4%, and Phelps Dodge 16%. Development of the Toquepala deposits 
will begin immediately, starting with the improvement of port facilities at 
Ilo and the construction of a railway to the port, of a plant for mineral 
concentrates, and of a complete community for workers and miners. Development 
of the Quellaveco and Cuajone deposits will not begin for some time, but it is 
believed that many of the facilities established for Toquepala can be utilized 
in exploiting the other two deposits. Together the three mines are estimated 
to contain 1,000 million tons of ore averaging more than 1% metallic content. 
Although the percentage is low in comparison with deposits such as those in 
Rhodesia, it is higher than those of the Chilean mines at Chuquicamata and the 
U.S. mines in Utah. The Peruvian deposits also enjoy the advantage that they 
can be exploited by "open pit" methods. When production at Toquepala begins, 
the influx of the estimated 100,000 tons of copper annually on the world 
market is not expected to affect world prices. 


The “uranium fever" which broke out in Peru a year ago last October 
(H.A.R., VI: 10) has reached epidemic proportions. People in every walk of 
life are spending weekends and vacations or are leaving their jobs in search >of 
the valued mineral. The demand for Geiger counters, which sell for the same 
price in Peru as they do in the United States, far exceeds the supply; there 
are now some 170 in circulation. However, despite rumors to the contrary, 
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w. R. Grace and Company denies that the firm has joined the rush to acquire 
uranium deposits. J. Peter Grace, Jr., president of the organization, 
declared that his company holds no uranium deposits, that mining is not the 
business of W. R. Grace and Company, and that the rumors were the work either 
of a practical joker or of a speculator interested in manipulating stock 
market quotations. "It's a hoax,” he said, "and the F.B.I. is looking into 


44." 


Reports of two uranium deposits, apparently confirmed by the U.S. Atomic 
Energy Commission, indicate an unusually high percentage of uranium oxide in 
both locations. The 1.8% content published last month (H.A.R., VII: 12) for 
the deposit at Cuzco has reportedly been verified by U.S. experts. A new 
discovery in the province of Pasco less than 200 miles from Lima is said to 
have an even greater content of uranium oxide - from 2.46% to 3.7%. If these 
figures are correct, the mine could be one of the richest yet discovered, 
depending on the size of the deposit. 


The future of the oil industry in the Sechura desert region looked 
brighter during January. Exploration activities, resulting from the 1952 
petroleum legislation which opened the area to foreign companies, had 
indicated a discouraging lack of petroleum, and some foreign companies had 
reportedly suspended operations. However, during January, Petrolera Peruana, 
a domestic company, discovered a good deposit in its "Mirador" concession 
along the Chira river. By the end of the month it appeared that the well was 
destined to become a major producer. The petroleum, being produced at a rate 
of 550 barrels daily, was also reported to be of very high quality. 


The Marcona Mining Co., which produces iron ore for shipment to the 
United States and which is scheduled to supply ore for the Chimbote steel 
mill when it begins operations in 1956, was forced to cut production down to 
one-fourth of its normal output and to lay off approximately 500 workers. 

The reason for the cut is that the United States, currently the only buyer of 
Marcona ore, is now eble to buy iron ore cheaper from Venezuela, Canada, and 
Cuba. The Marcona ore, which cannot be produced as cheaply because of | 
greater transportation costs, must sell at $9 or $10 per long ton in order to 
secure a profit. Production will not resume its normal rate until a new 
buyer can be found or until the market price goes up. 


BOLIVIA 


In colorful ceremonies reminiscent of 19th Century transcontinental rail- 
road building in the "wild west” of the United States, Presidents Paz 
Estenssoro of Bolivia and Café Filho of Brazil met at Santa Cruz, Bolivia, on 
January 5 to dedicate formally the Santa Cruz-Corumba (Brazil) railroad. This 
423-mile line closes the final gap in the 2,300-mile coast-to-coast railway- 
highway transportation system which joins Santos, Brazil with Arica, Chile. 
Although prematurely reported finished, dedicated, and operating as early as 
November 1953 (H.A.R., VI: 10) , the railroad's first full-scale official 
inauguration was the present one. A huge crowd was on hand for the 21 gun 
presidential salutes, the gala entry of the official train, the speeches, and 
the fanfare. 


The transcontinental route from the east traverses the rich Sao Paulo 
area, enters the sparsely settled country to the northwest, crosses the 
Bolivian Oriente, scales the Andes, and descends to the Pacific in 
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northernmost Chile. The only non-rail portion ascends the Andes from piedmont 
Santa Cruz (1,476 feet) by way of the new $45 million paved highway (H.A.R., 
VII: 8,9) to Cochabamba (8,392 feet). The Santa Cruz-Corumbaé railway, just 
inaugurated, crosses the almost uninhabited reaches of the so-called southern 
llanos (plains) of Bolivia. However, there are a few Indians in the area; in 
Fact, in December 1953 (H.A.R., VI: 12) the Yanaigua tribe, still using the 
blowgun and arrows, attacked a train in much the same way that Indians once 
opposed the trains on the western plains of the U.S. 


Brazil and Bolivia started negotiations to build this railway in 1904; 
treaties were signed in 1928 and 1938 when oil became important. Brazil has 
advanced all the money for construction except for the bridge over the Rio 
Grande, which will not be completed for another 18 months; Bolivia arranged 
the financing for that project. The original advance of bh 1 million (about 
$4.88 million then) was supplemented several times, and some estimates place 
the cost of the railroad to Brazil at about $30 million. Bolivia expects to 
repay construction costs in petroleum; terms have not been announced. For 
some time to come this railway is apt to be more picturesque than profitable. 
The producing oil fields lie far to the south at Camiri, Sanandita, and 
Bermejo; railways and pipelines between Santa Cruz and that area are not 
finished, and the truck road cannot be used for heavy traffic. Santa Cruz 
has little else that Brazil would buy, but Brazil will probably be able to 
sell textile goods and machinery. When oil begins to move to Brazil in 
quantity, a pipeline is planned; the railway would be of great value in 
hauling construction materials for the line. The present woodburning loco- 
motives, which are already said to be making inroads into the open forest 
along the right-of-way, will probably be converted to oil-burners as soon as 


oil becomes available. 


Clark H. Galloway declared in the January issue of U.S. News and World 
Report that "In spite of inflation and shortage, the general opinion is that 
the Bolivian peso is now stronger than ever." Galloway also maintained that 
the present government is socialistic, not Communistic, and that it has no 
intention of taking orders from either Moscow or Washington. According to 
Galloway, it is doing what it thinks is best for Bolivia, and that if it _ 
should fall, chaos would ensue. The government, though far from perfect in 
the eyes of U.S. officials, is doing its best to solve the problem of convert- 
ing Bolivia from a semi-feudal state dependent upon tin, into a modern state 
capable of becoming more self-sufficient. In spite of Galloway's optimistic 
statement about the stability of the Bolivian peso, a few days later it 
dropped to 2,000 to the American dollar from 1,800 in late December of 1954. 


President Victor Paz Estenssoro signed a decree providing for additions 
to his proposed general educational reform (H.A.R., VII: 12). The 
additional proposal involves teaching 1,649,000 persons to read and write, 
establishing technical instruction on a wide scale, increasing the number of 
rural schools, and facilitating the entry of students to the universities. 


Tin miners at the San José mine in Oruro called off a strike when 
President Paz Estenssoro threatened to resign if the strike materialized. 
They had demanded a bonus of a month's wages. 


Real progress in Bolivia's growing oil industry is being made; it was 
reported that production for the first 10 months of 1954 was 1,132,115 
barrels, a 300% increase over the same period in 1953. 
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A financial statement made public by the United Nations shows that 
Bolivia is one of two Latin-American states in arrears for their 1953 and 1954 
payments to the U.N. A Bolivian spokesman said that financial difficulties 
created by the drop in the world market for tin were responsible for the 
failure to pay, but that a payment would soon be made. The other country in 


arrears was Uruguay. 
CHILE 


The entire Chilean cabinet resigned on January 6 in an attempt to 
decrease the conflict between the legislative and executive branches of govern- 
ment. Former Minister of the Interior Arturo Olavarrfa reportedly 
precipitated the crisis when he declared that the Senate acted unconstitution- 
ally in denying the President permission to continue the state of siege 
(H.A.R., VII: 12). Olavarria ordered all provincial governors to continue 
enforcing the emergency measures decreed last September to curb strikes 
(H.A.R., VII: 9). When the Senate accused Olavarrfa of violating the 
constitution by failing to execute legislative directives, the ministers all 
handed their resignations to President Ibénez. Ex-Senator Marfa de la Cruz, 
who was ousted from her position as president of FENAFUI (Federacién Nacional 
de Fuerzas Ibanistas) because of her outspoken admiration for Argentina's Juan 
D. Perén (H.A.R., VI: 8,9), raised her long-silent voice and appealed to the 
Chilean people to express confidence in President Ibanez and to encourage him 
in his struggle with a “hostile parliament." 


On January 9, a new cabinet was sworn in; it was composed mainly of 
Agrario-Laboristas and persOnal friends of the President. This new cabinet is 
the eighth one to be formed since Ibanez was inaugurated in 1952. The 
ministers include: Sergio Recabarren (Interior); Francisco Cuevas Mackenna 
(Finance); Rafael Tarud (Economy); Roberto Infante (Agriculture); Jorge 
Aravena (Health); Arturo Ziniga (Justice); Enrique Casas (Lands and 
Colonization); Diego Lira (Mines); and Eduardo Yanez (Labor). Osvaldo Koch, 
the President's son-in-law and former Minister of Justice, took over the 
Ministry of Foreign Affairs, while Oscar Herrera Palacios, Tobias Ortiz, and 
Benjamin Videla retained their positions as Ministers of Education, Defense, 


and Public Works, respectively. 


Sergio Recabarren, the new Interior Minister, announced that the govern- 
ment intends to return electoral rights to the 30,000 Chileans who have been 
barred from political activity by the Law for Permanent Defense of Democracy 
(Law #8987). This law went into effect in 1948 during the Gonzdlez Videla 
regime and curbed activities of the Communist party. A new law for internal 
security (H.A.R., VII: 9) will be presented to Parliament. The new proposal 
asks for legal sanctions so that the government can take action against 
agitation and also so that "all political discrimination in Chile may end." 


A serious coal strike was averted at Lota and Arauco (near Concepcién) 
when workers were granted a 60% increase in wages and salaries. Some 22,000 
coal miners threatened to stage a walkout because, they said, "We cannot live 
on the wages we receive." The new Labor Minister, Eduardo Yanez, flew to 
Concepcién and was able to avert the strike by persuading mine owners to grant 
the 60% wage increase. 


In the United States, the case for a price boost in copper is strong. A 
severe shortage still persists in this country since the wave of strikes both 
in the U.S. and in Chile cut off metal supplies last September. The U.S. 


copper price has remained stabilized at 30¢ per 1b. for about 22 months, but 
in London the price has risen to 38¢ per lb. Chilean Minister of Mines Diego 
Lira announced that the Ibanez government is considering plans to divert 
copper from the U.S. to the United Kingdom because of higher prices in London. 
Although U.S. copper experts were inclined to regard Lira's statement as 
merely a "tactical movement in Chile's continuing attempt to push U.S. copper 
prices up,” prices on the London Metal Exchange dropped sharply. If Chile 
were to divert the 300,000 tons of copper that it sends to the U.S. each year, 
a very severe shortage might ensue fn this country. In anticipation of a 
poost in U.S. prices, many domestic copper consumers are ordering more metal 
than they are actually using, and major suppliers have had to limit their 


customers' orders. 


The January 1955 issue of Fortune magazine featured an article on the 
Anaconda Copper Mining Company. The author, Herbert Solow, maintained that 
Anaconda copper operations in Chile were greatly handicapped by complicated 
exchange regulations, an enormous tax burden, and government restrictions on 
sales. Investment capital brought into Chile is exchanged at about 56 pesos 
to the dollar even though the official exchange rate is 200 pesos per U.S. 
dollar, and on the free market the rate is now 315 to one. The Chilean tax 
burden is, according to Solow, "the largest levied by qa copper-producing 
country." (Anaconda has paid $675 million in taxes to the Chilean Government 
since 1923). Today the Chilean Government takes everything over 23.8¢ per lb. 
(U.S. ceiling price of 1951 minus freight charges) and taxes operations some 
60% besides. Through the Banco Central, the government has taken over the 
sale of all copper produced in Chile. The law which proposes to give the 
government additional control of all copper buying, selling, production, and 
profits (H.A.R., VII: 11) is still pending in the Chamber of Deputies. In 
spite of all handicaps, the Anaconda Copper Company made a postwar investment 
of $126 million in Chuquicamata, the largest copper mine in Chile. According 
to the London journal, Mining Engineering, Anaconda gets 67% of its total 
mining revenues from its Chilean subsidiaries (the Chilean Exploration Company 
at Chuquicamata and the Andes Copper Mining Company at Potrerillos). 


The major nitrate companies in Chile (of which the U.S.'s Anglo-Lautaro 
Nitrate Company and the Chilean Compania Salitrera de Tarapaca y Antofagasta 
are the largest) entered into an agreement with the Chilean Government to 
"revive the nitrate industry." The purposes of the agreement were stated: 

1) to stimulate capital investment, 2) to encourage greater efficiency, and 

3) to increase nitrate production. The nitrate companies were granted "the 
best export rate of exchange" on sodium nitrate, iodine, and by-products. The 
"pest export rate" was defined by the International Financial News Survey as 
"the average of export rates, including premiums and bonifications, which 
apply to the greater part of Chilean exports." The exploiting companies must 
return $20.50 to Chile for every ton of nitrates shipped. In the Chilean part 
of the Atacama desert nitrate deposits (called bolsones) occur east of the 
(ae rl between Pisagua in the north (lat. 20°) and Taltal in the south 
lat. 25%). 


Minister of Mines Diego Lira released the following figures for 1954 
petroleum production in Chile: 


Producing wells - 23 

Barrels per day - 4,600 

Estimated reserves - 55,000,000 
Annual production (barrels) - 909,000 
Refinery output (tons) - 170,000 
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The Export Trade and Shipper reported that business circles expect a 50% 
devaluation of the Chilean peso in the near future. The official rate of 200 
pesos to the dollar was established in November (H.A.R., VII: 11). Minister 
of Finance Francisco Cuevas Mackenna announced that "the government intends 
to introduce a completely free dollar rate, while imports will be strictly 
controlled." In spite of the economic situation, an extensive public works 
program has been planned in 1955 "to increase production and improve living 
standards." Some 54 million pesos will be spent on roads, 7 million for 
construction, 3 million for railroads, 4 million for port development, and 
500,000 for public housing. 


Eduardo Cruz Coke, head of the Chilean Senate Foreign Relations committee 
arrived in Washington on January 22 to "sound out” U.S. officials about the 
possibilities of further U.S. aid to Chile. Senator Cruz Coke conferred with 
Herbert Hoover, Jr., Nelson Rockefeller, and other officials. The New York 
Journal of Commerce reported that the Chilean Government is seeking a loan to 
"strengthen the currency and stabilize the economy of Chile." Apparently, 
such a loan can be obtained from the U.S. Treasury (for peso stabilization) or 
from the Export-Import Bank (for more general purposes). 


Representatives of CONDECOR (Consejo de Comercios Extranjeros - the 
Chilean Foreign Trade Council) met with German officials in Bonn to establish 
a uniform peso-mark exchange. Chileans reported that during 1955 trade with 
Germany would increase considerably. In Bern, Guillermo del Pedregal, vice- 
president of CORFO (Corporacién de Fomento de la Produccién) met with Swiss 
delegates to negotiate a new Swiss-Chilean trade agreement. The Chilean 
Government has also arranged to exchange nitrates for sewing machines from 
Japan and Austria. 


RIVER PLATE REPUBLICS 


ARGENTINA 


President Perén's erstwhile entente cordiale with the Roman Catholic 
Church was buried a little deeper in January. There were new arrests. Father 
Carlos Santarosa was detained for two days on a charge of showing disrespect 
for the President. The priest had denounced Perén's recent divorce law 
during a Sunday mass in Cérdoba province. In La Rioja, 13 laymen were 
arrested on the charge of creating a disturbance in a Roman Catholic cathedral. 
They had apparently tried, in defiance of police orders, to seize a statue 
from the church in order to parade with it through the streets. Meanwhile, in 
Buenos Aires, the semi-official newspaper Democracia called for the removal of 
religious statues from schools. 


Many observers expect Perén will soon amend the constitution to end the 
special status of the Roman Catholic Church as the nation's official religion. 
It is thought that Argentine Protestants, quite strong and active in Buenos 
Aires, will be regarded more sympathetically in the future by the government. 
At present they are denied full rights in many parts of the country. In 
January, Interior Minister Angel Borlenghi signed a decree allowing non- 
Catholic "material and spiritual help" in prisons, hospitals, and charitable 
organizations; this privilege had been reserved previously only for the 
Catholic Church, 


Perén still sought to give the impression that he had not broken with the 
Church. In January, the President made a show of good will by offering the 
facilities of the Eva Perén Foundation and of government doctors to ailing 
Santiago Luis Copello, Cardinal Primate of Argentina. A spokesman for the 
Cardinal replied that arrangements had already been made for his entrance into 
a small sanitarium of the Company of Mary. 


Many thoroughly aroused Catholics were still showing open resistance to 
the government in Januery. A newly formed underground distributed pamphlets 
urging Catholics to display their loyalty to the Church by wearing badges of 
Catholic organizations and bowing openly to priests. In Buenos Aires and 
Cérdoba, gangs of Church-affiliated youths beat up several alleged government 
agents. While masquerading as priests, the latter were creating disturbances 
in the streets and shouting insults at women. 


Churchmen continued to criticize the decree legalizing prostitution and 
the divorce law that were passed in December. Heretofore, the Church had 
successfully mobilized public opinior against the passage of these measures. 
Perén has reportedly been struggling to introduce these reforms since he came 
to power, but always bowed to pressure from the Church. In 1949, 24 hours 
after a bill had been introduced into Congress to allow prostitution, the 
Accién Catélica and the Liga de Padres de Familia influenced some 30,000 
people to send telegrams of protest to the government. In recent months, the 
government finally decided to break with the Church over the issue and 
launched a campaign of propaganda throughout the nation to prepare public 
opinion for the reforms. The Peronista daily La Epoca reported that the sup- 
pression of prostitution had "fomented immorality” and encouraged sex crimes 
and deviations. Critica asserted that, of 300 homosexuals recently arrested, 
"80% had been educated in religious schools." 


The Catholic daily El Pueblo has been feeling indirect pressure from the 
government, presumably on account of its criticism of recent legislation. In 
December, the editor had been arrested On a charge of securing more newsprint 
than the amount allotted by the government. Early in January, the newspaper 
had to suspend publication because of a conflict with its personnel. News 
reports have not clarified the nature of the conflict. El Pueblo announced 
its intention of resuming publication on the l7th or 18th of the month, but 
there have been no subsequent reports as to whether it did. 


Another daily under fire during the month was Argentina's oldest news- 
paper, the independent La Capital of Rosario. The news vendors union accused 
it of communist tendencies and asked that it be boycotted. Meanwhile, the 
news vendors union was also making trouble in Buenos Aires, though not of a 
political nature. More than 100 Argentine magazines suspended publication for 
nine days, in an effort to force a showdown on a three-month-old dispute with 
the news vendors. The letter demanded tnat they, instead of the customary 
wholesalers, be allowed to distribute magazines in the Argentine interior. 

The vendors refused to buy magazines from the distributors outside the city of 
Buenos Aires in an effort to force publishers to deal with them directly, but 
they made no effort to take over wholesale distribution within the city 
itself. The union dropped its demands, though it gained minor concessions, 
and the magazines reappeared on January 13. 


Economically, severe droughts threatened both the cattle and maize grow- 
ing industries. As a result of extensive crop damage, on January 19 a total 
export embargo was placed on maize, substantiating reports that the outlook 
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countries were larger than for some time in the past, but presumably these 
exports were from government surplus stocks. The embargo became necessary in 
order to replenish diminishing stocks used for local consumption. For many 
years maize has been cultivated as a secondary crop, but recently more land 
has been devoted to it because of increasing demands for export. Argentina 
exported more cereals in the first 11 months of 1954 than during any other 
period in the last decade. The Review of the River Plate stated that in the 
first 11 months of 1954 Argentina exported 6,766,030 tons of cereal; in the 
past 10 years exports had never exceeded 6 million tons. Also 5,000 new 
silos were being constructed in the grain belt to take care of expected 
larger harvests. Rain and cooler weather in the latter half of January 
promised relief from the drought, which has not affected the excellent wheat 


crop. 


Also because of the drought, 4 million calves were reportedly maturing 
very slowly and possibly could be lost if the dryness continued. Clarin 
recently stated that "the weekest point in the Argentine economy" is cattle 
raising, but that the year 1955 presents encouraging prospects for Argentina. 
The newspaper noted that in spite of the enormous internal consumption of 
beef, 1954 had allowed the nation to recuperate from the droughts of 1951 and 
1952, the worst of the century. An official of the Ministry of Agriculture 
and Cattle Raising stated that the recent drought had led to a heavy influx 
into the markets of cattle not fully fattened. It is reported that the 
government is accumulating frozen beef to offset possible losses. Embargos 
on shipments abroad, placed as a result of the drought and diminishing 
production at the end of the season, were expected to be lifted in February. 


for the new crop was poor. Exports to the United Kingdom and continental | 


Meanwhile, Great Britain received 1,500 tons of frozen beef from 
Argentina in the early part of January, the largest shipment since World War 
II. Apparently Argentina is intensifying its export of beef to that country. 
During the last year shipments increased 30% over the 1953 figure. The 
Tanner's Council of America reports that exports of hides from Argentina 
continued to rise also, which during the first 11 months of 1954 amounted to 
6,367,000 pieces, as against 6,019,000 in 1953. In November, Italy was the 
largest importer of Argentine hides, with Rumania and Holland in second and 


third places respectively. 


The Review of the River Plate reports that in December the cost of 
living had increased 13% from that of last March. Another source reports 
that the index for 1954 was 618 (1943 - 100), compared with 541 in 1953 and 
545 in 1952. 


Ten technicians have arrived in Argentina from the Kaiser-Willys plant 
in the United States to push along the construction of the automobile factory 
authorized by the Argentine Government last October (H.A.R., VII: 10). A 
plant (to be capitalized by Kaiser, the Argentine Government and private 
Argentine investors) is to be built this year and production is to begin in 
1956 of 40,000 vehicles, including 10,000 four-door sedans, 20,000 jeeps and 
10,000 light trucks. Kaiser recently estimated that the Argentine market, 
which bought only 5,302 imported trucks and automobiles in 1953, was capable 
of absorbing 70,000 automobiles per year. He also claimed that the new plant, 
which is to be located near the factories of the Industrias Aeronatiticas y 
Mecaénicas del Estado (IAME) in Cérdoba, will represent an $80 million annual 
saving in foreign exchange for Argentina. 
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Argentina is keeping alive demands that Great Britain relinquish its 
claims to sovereignty over Antarctic areas and the Falkland Islands. The 
latest incident in the dispute was the recent establishment of an Argentine 
base (the farthest south of any Antarctic base) on Vahsell Bay in the extreme 
southeast part of Weddell Sea. This new "intrusion on British territory” was 
no surprise to London, which has observed the establishment by Argentina of a ? 
new base in Antarctica every year for the past eight years. Until now, 
Argentine claims have centered on the northeast of the Antarctic continent 
(H.A.R., VI: 2) in the area called San Martin Land by the Argentines, 
O'Higgins Land by the Chileans, Graham Land by the British (in honor of Sir t 
James R. G. Graham, whose ships explored the region in 1830-32) and Palmer 
Peninsula by the United States (in honor of Nathaniel B. Palmer who claimed 
to discover the land in 1820). Since Argentina now possesses a new ice- 
breaker, it is expected that it will try to locate a new outpost even nearer 
the pole than heretofore. 


Argentina responded coldly to a British protest over the new base on 
Vahsell Bay. The Peronista newspaper El Lider stated that "historically, 
geographically, juridically and politically the Antarctic has belonged to the 


Republic of Argentina..... We have not destroyed any flags nor attacked any 
position with guns and soldiers because no one has been there; no one except 
us for many years." As a matter of fact, Argentina has been active in 


Antarctic exploration only in recent years, even though it has maintained a 
base on Laurie Island in the South Orkney group since 1904. In 1942, the 
naval transport "Primero de Mayo" scouted potential outposts among the 
islands, and in the following year Argentina began to set up bases south of 
latitude 60. Since then, it has also established air connections with 
fringes of the Antarctic continent. Argentina is presently operating in 
Antarctic waters a 1,000-man naval expedition of surface ships (including 
transports, tankers, seagoing tugs and an icebreaker), with the heln of 
planes and helicopters. Even though Argentina continues to demand "freedom" 
for European dependencies in the New World, it is not expected that the 
naval expedition will make a show of force to eject the British from Antarc- 
tica. Last November, Great Britain, Argentina and Chile renewed their annual 
agreement not to make displays of naval force south of latitude 60, and to 
limit Antarctic activities to routine scientific and meteorological 
investigations. 


‘URUGUAY 


On December 31, an Argentine yacht dropped anchor at the mouth of San 
Juan Creek, near the port of Colonia, at a spot appropriately called "El 
Escondido." This yacht served as a secret meeting place between Angel 
Gabriel Borlenghi, Argentina's Minister of the Interior, and Luis Batlle 
Berres, President-elect of Uruguay's National Council. As a result of this 
meeting, Argentina on January 11 abolished one of the principal obstacles 
barring the reopening of tourist traffic to Uruguay - the police permit for 
travel across the Rio de La Plata. At present, however, complete news of the 
encounter is not available, and it is reported that more talks will follow in 
Buenos Aires, with Batlle Berres' eldest son, Jorge, representing Uruguay. 
It is hoped that trade and tourism between the two countries will soon be re- 
established. 


The future of Argentine oppositionist exiles in Uruguay appears dark. 
The new Uruguayan regime, which assumes power on March 1, has promised to 
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restrict anti-Perén activities of Argentine refugees. Sanctuary will be 
available to them, but not propaganda privileges. Recently, Uruguay named a 
special commission to study problems arising from the presence of Argentine 
exiles in the country. 


The wool market and the meat export industry remain inactive, awaiting 
settlement of policy decisions on subsidies and other export aids. The 
estimate for the 1954-55 Uruguayan wool clip made earlier in the season was 
210 million lbs., or approximately 7 million lbs. larger than last year's 
clip. However, the present clip will be lower than that of the 1952-53 
season, according to the Agricultural Attaché of the American Embassy in 
Montevideo. A slightly shorter staple length and a smaller grease content 
have reduced the weight of the fleece. The dry winter, internal parasites, 
and over-crowded pastures have also contributed considerably to lower wool 
yields. The number of sheep to be shorn will be about the same as in 1953, 


28.3 million head. 


Many observers feel that government policies on wages, exchange, and 
protection of industry are proving detrimental to the Uruguayan economy and 
especially to the meat and wool industries, which were already in serious 
condition due to droughts. Higher wages are drawing more and more people 
away from the large cattle ranches into factory work in spite of higher 
prices and a subsequent rise in the cost of living. Differential exchange 
rates, designed to promote exports of manufactured and semi-manufactured 
goods,are also adversely affecting meat and wool exports, which declined 
considerably last year. The three large meat packing plants - Anglo, Swift, 
and Artigas- have notified the government that they will be unable to 
continue operations this year because of losses of over $4 million which 
they suffered in 1954 and of retroactive wage increases which they have been 
ordered to pay. The Uruguayan Government reportedly is considering a 9-mil- 
lion-peso loan to help these plants reopen. In 1954, the government had to 
give them outright money bonuses to help finance their expenses when workers 
went on strike to protest the lack of payment of their social benefits fixed 


by law. 


The current wheat harvest promises to be one of the largest on record, 
and about 300,000 metric tons will be available for export. Weather 
conditions are reported favorable. 


An agreement is expected which will end the three-month-long textile 
strike. A committee of the Chamber of Representatives has proposed a plan 
by which the textile workers will receive a salary increase adjusted to the 
cost of living increase that occurred between October 14, 1953 and January i, 
1955. As an advance payment textile workers will receive an immediate 10% 
daily wage increase. Moreover, a special tribunal made up of qualified 
jurists has been formed to assist textile workers in future disputes. 


January 14 saw the beginning of the third international film festival 
at the popular bathing resort of Punta del Este. A large number of screen 
personalities, producers, and journalists representing such countries as 
Germany, England, Italy, Mexico, the United States, Spain, and Sweden were 
in attendance. 
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PARAGUAY 


On January 25, the Paraguayan Government successfully prevented a 
revolutionary plot incited by military and civilian elements against President 
Alfredo Stroessner. Interior Minister Tomas Romero Pereira said that the 
government was in complete control of the situation throughout the country and 
that the conspirators were discovered before they could strike their first 
blow. Romero reported that several retired army officers, two military 
academy officers, a group of senior cadets, and several government officials 
were involved in the conspiracy. The plot was led by Eulogio Estigarribia, a 
former leader of the Colorado party who reportedly was expelled from this 
party "for repeated offenses against the party's moral integrity." 


During the latter part of November 1954, the level of the Paraguay River 
dropped to such an exten. that steamer passengers had to transship at 
Corrientes. The low water level at this time proved unfortunate as the 
Lamport and Holt Line had announced a new direct cargo service from New York 
to Asuncién. The first boat reportedly left New York on December 17, and was 
expected in Asuncién about one month later. Another vessel was to have 
sailed from New York on January 22. The February 4 sailing of the M.V. 
"Dependent" (H.A.R., VII: 12) was postponed until February 18. 


Construction and improvement of a number of highways in Paraguay is now 
underway. Under a $5 million loan from the International Bank for Recon- 
struction and Development, President Stroessner has signed contracts for the 
purchase of additional road-building material. The roads under improvement or 
construction at present include those between Asuncién and Encarnacion, 
Encarnacién and Colonia Hohenau, and Concepcidén and Pedro Juan Caballero. 


A new air service between Uruguay and Paraguay known as PLUNA (Primeras 
Lineas Uruguayas de Navegacidon Aérea) has been established. A recent 
presidential christening of one of the planes in Asuncién was attended by 
many distinguished persons from both countries. 


Due to the poor distribution system, the government's price control 
policy, and large weight losses incurred by cattle during the long overland 
drives to slaughter and consuming centers, the meat supply situation in 
Paraguay has been a serious one for several years. A recent compounding of 
the costly marketing situation has been brought on by unusually dry weather. 
No longer is it feasible to trail cattle to consuming centers, since watering 
facilities are lacking. Furthermore, reduced importation of Argentine cattle 
and unauthorized exports of large numbers of cattle to neighboring countries 
have diminished domestic consumer supplies. The seriousness of the situation 
is suggested by the fact that in 1946 meat products were Paraguay'‘s ma jor 
export. Now they are only of minor importance and the export packing plants 
are closed most of the year. According to some authorities, pasturage is rich 
in Paraguay and the country is capable of supporting a greatly increased 
number of livestock under normal conditions. 


Under a modus vivendi trade agreement signed between Paraguay and Bolivia 
on December 17, 1954, border trade between the two countries is to be 
regulated and expanded. Under this arrangement Paraguay will export cotton, 
quebracho extract, soap, yerba mate, canned meat, and live cattle up to an 
amount of $150,000 annually. In exchange Bolivia will export gasoline, beer, 
rubber, and asbestos, the total not to exceed $150,000. The border trade 
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between the two countries is expected to make military posts and farm colonies 
in the Paraguayan Chaco independent of fuel imports from other sources. 


During the first week of January, Fernando Vallejo was appointed 
ambassador to Paris, replacing Enrique Garcia de Zuniga, who will be trans- 


ferred to La Paz. 


BRAZIL 


On January 28, President Café Filho appealed to Brazil's political 
parties to unite behind a single candidate in the October presidential 
elections. He declared that Brazil was not in any condition, economically or 
financially, to withstand the tensions of a violent political campaign. In 
the same address, made by air to the nation, Café Filho revealed for the first 
time a declaration which had been handed him earlier by the country's highest 
military figures. The military statement asked Café Filho to encourage the 
formation of a "National Union" coalition party which would see Brazil 
through its present crisis. Café Filho, describing the present financial 
crisis as the worst in Brazilian history, expressed hearty endorsement of the 
military statement, which he said was altruistic, intelligent, and done in 


the best interests of the nation. 


The military letter was sent to Café Filho on January 26, and was signed 
by Admiral Amorim do Valle, General Texeira Lott, Brigadier General Eduardo 
Gomes, Marshal Mascarenhas de Morais, General Canrobert Pereira da Costa, 
General Guiza de Castro, Admiral Saladim Coelho, Brigadier Gervasio Duncan, 
and General Judérez Tavora. Café Filho, in endorsing its content, disclaimed 
any wish to intervene in the selection of his successor, but did express a 
desire to witness a sensible and peaceful action on the part of Brazilian 


politicians and public. 


The new development provoked a violent upsurge in the country's 
political tensions, since Café Filho simultaneously revealed that he had 
transmitted the military letter to Juscelino Kubitschek, the Governor of Minas 
Gerais, who has been campaigning openly for the presidency. Café also 
disclosed that he and Kubitschek had conferred at length in Catete Palace on 
the subject of averting an extreme division of political forces, and of 
forming a coalition capable of bridging the current, critical transition ' 
period. According to Café Filho, the present period is “aggravated by the 
action of agitators -- many of them are in the employ of interests foreign to 


Brazil." 


On January 28, Juscelino declared that he had acknowledged the importance 
of the military leaders’ statement in his conversations with Café Filho, but 
that he had obtained the impression from the President that the document did 
not affect him personally. "I want it understood that my statements to the 
President made it clear that, because of the public commitments I have . 
assumed, it does not behoove me at this time to hesitate or, even less, to i 


withdraw." 


Certain sections of the Brazilian press attacked Café Filho's speech with 
violence. Diario Carioca, which supports Kubitschek's candidacy, said: "He 


who spoke before the microphone of the National News Agency was not the 
President of the Republic of Brazil or even the Chief of the Armed Forces. It 
was an emissary of the generals, admirals, and brigadiers who have resolved to 
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meddle in the political life of the country, utilizing as their tool, the 
obedient politician who is occupying the presidency." The influential Correio 
da Manha , usually regarded as neutral, published editorials adverse to the 
President's viewpoint. The Brazilian Socialist party called Café "an errand 
boy of the military chiefs." Communist statements were more vitriolic than 
usual, but O Globo termed Café's speech “energetic, patriotic, and disinter- 
ested,” and hailed the armed forces' manifesto as “one of the highest 
manifestations of nationality." Opinions clashed sharply in the Brazilian 
Congress. A violent outbreak took place in the Chamber of Deputies, when 
excited deputies shouted, fell over chairs, and caused the session to be 
suspended twice. Revolvers were also brandished, but no one was hurt. 
Transportation Minister Lucas Lopes resigned at month's end, in an expression 
of hostility to Café Filho and the Brazilian officers. He is a close friend 
of Juscelino Kubitschek. Meanwhile, preliminary campaigning for the October 
elections gained momentum. Federal troops had to be called out in the 
manufacturing town of Juiz de Fora, after police had proven unable to cope 


with political disorders. 


Communists continued active in Brazil throughout the month, both openly 
and silently. Their hidden leader, Luis Carlos Prestes, remained invisible 
but Orestes Corazza, a former Sao Paulo Communist , stated in Washington, D.C. 
that the Communists are planning to make Brazil "a second China in South 


America.” He informed a world congress on moral rearmament that 250 persons 
are trained behind the Iron Curtain each year for underground activity in 
Brazil. 


Joao Alberto Lins de Barros, a prominent figure of the Getulio Vargas 
era, and a Brazilian diplomat since 1951, died of cancer late in January. 
Lins de Barros was one of the leading Brazilian advocates of trade with 
Russia. "Russia could turn out to be a great coffee market for Brazil," he 
said upon returning from Europe in March, 1954, "but other countries like 
Hungary, Poland, Czechoslovakia and Rumania would be large users of coffee if 
they could readily obtain it." On the day that Lins de Barros was buried, 
rumors were circulated to the effect that Luis Carlos Prestes had entered. the 
chamber in the municipal building where he lay in state. A funeral wreath 
was reportedly placed near the casket, with a card reading: "To a comrade of 
the ranks, signed Luis Carlos Prestes." It was also reported that Prestes was 
at Lins de Barros' funeral, since the chapel registry had the Communist 
leaders' name written in it. According to the Rio political police, the 
forger of Luis Carlos Prestes' signature was the editor of the Communist 


newspaper Imprensa Popular. 


A campaign aimed at removing the excessively nationalistic clauses from 
Brazil's petroleum law officially began in Congress during January. An 
amendment to the law, presented by senators Plinio Rompeu and Othon Mader, and 
Apolonio Sales, former Minister of Agriculture under Getulio Vargas, would 
permit the participation of private capital acting parallel to the efforts of 
Petrobras. Limited concessions for exploration could also be granted to 
foreigners by the National Petroleum Council. 


Brazilian Ambassador to the United States Joao Carlos Muniz expressed the 
belief that 1955 will be a favorable year for Brazilian development. Muniz 
said that the industrialization now taking place so rapidly in Brazil is the 
result of national initiative, and is such that it will go on without inter- 
ruption. He said that his convictions are shared by experts in the U. S., who 
feel that after the final solution of Brazil's basic problems, such as power 


and transportation, the progress of the country will take on gigantic 
proportions. 


A group of Brazilian coffee exporters and growers recommended the levying 
of a ood (U.S.) tax on each bag of coffee exported from Brazil; the money 
would be used to finance a propaganda campaign in the United States in favor 
of Brazilian coffee. The present tax is 10¢ a bag, and is used for 
promotional purposes, primarily in the U.S. The new proposal was sharply 
attacked in Brazil. The Rural Association of Sao Paulo declared flatly that 
Brazil's coffee growers would not accept the suggestion. 


Brazil placed an order for 900 railroad freight cars with the Pullman 
Standard Car Manufacturing Company of Chicago. The construction of the cars 
for Brazil will cause the Pullman Company to double the number of employees, 
and is to be completed by May. 


Shortly after his return from Bolivia, where he participated in the 
dedication of the Santa Cruz-Corumbaé railway ( see BOLIVIA for details), 
President Café Filho set in operation a huge hydroelectric plant at Paulo 
Afonso Falls on the Sao Francisco River. In the President's party were 
representatives of the Westinghouse International Electric Company, which 
supplied all the material used in the power plant at a cost of about $8 mil- 
lion. The plant has an 83,000-horsepower vertical turbine directly coupled 
to two 60,000-kilowatt generators giving a potential total of 120,000 kilo- 
watts. The cost is estimated at $60 million, or which $15 million was 
borrowed from the International Bank for Reconstruction and Development. 


The project includes the dam, which creates a lake of 11 square 
kilometers, the subterranean electrical energy machinery which is as high as a 
10-story building, and a transmission network of about 1,000 miles. The plant 
will supply an estimated population of 10 million people in the states of 
Pernambuco and Bahia with badly needed cheap electricity. Brazilian 
authorities hope that Paulo Afonso's electricity will spur industrialization 
in such coastal cities as Salvador and Recife. Another 60,000-kilowatt 
generator will soon be functioning to extend power service further north. 


President Café Filho has approved a preliminary plan for the purchase of 
12 cargo-passenger vessels from the United States. Sale of the ships to 
Brazil had previously been authorized by the United States Congress at a cost 
to Brazil of $10 million. The ships, which were largely built during the war, 
will help renovate the aging fleet of the nationally-owned Lloyd Brasileiro 


Shipping Company. 


A spokesman for Lloyd Brasileiro said the action by the President was the 
second time in less than a year that the Brazilian Government had granted 
approval for this ship purchase plan. He explained that on July 30, 1954, the 
late President Getilio Vargas had agreed to the purchase, but his death on 
August 24 had brought the project to a temporary halt. 


Using more than 2 million tons of wheat a year, and with a national 
production of searcely 500,000 tons, Brazil is experiencing serious trouble in 
purchasing wheat from countries demanding hard currency. Negotiations have 
been going on with Argentina, Brazil's main wheat supplier, to trade cotton 
goods and other products for wheat. Argentina has always demanded United 
States dollars in payment. While Argentina in the past has declared she was 
purchasing all the textiles her market could absorb, it is felt that a change 
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in attitude has taken place. This change may have been due to reports that 
the United States, with huge surpluses of wheat, is negotiating with Brazil 
for the sale of 500,000 tons. This wheat would be paid for in cruzeiros, and 
the United States would then use those cruzeiros to purchase minerals in 


Brazil. 


Trading circles in Britain continue worried over the growing competition 
of Germany in South American markets. L. F. Grick, one of the top officials 
of the Bank of England, arrived in Rio de Janeiro to carry out discussions or 
methods of payment with officials of the Bank of Brazil. Official circles 
emphasized that the discussions will in no way change the present arrange- 
ments on the payment in pounds sterling of the Brazilian debt. 


It is believed that Grick's trip is the result of a suggestion made by 
Brazil that the two countries discuss, as soon as possible, the monetary 
situation. The principal problem that will be discussed is to determine if 
it will be necessary to make changes in the method of payments in order to 
raise the level of commercial activities between the two countries. 


The publication of data on trade between Germany and Brazil has 
increased the fears among the British (H.A.R., VII: 12) that the market in 
Brazil will be completely controlled by Germany if the British Government 
does not end the commercial difficulties that exist at present with that 


nation. 


In view of the critical financial status and Gudin's struggle to balancc 
the budget, it is surprising that so many nations still intend to continue 
their business and commercial plans, most with long term results in mind. 
Hungary is willing to double her trade with Brazil and wants cocoa beans, 
coffee, cotton and leather goods in exchange for machine tools, machinery anc 
cement making equipment. Switzerland, likewise, is to provide machinery for 
the production of clocks and watches of various types which have not yet beer 
produced in Brazil. 


Other nations which are busy include Greece (with a new trade agreement 
stepping up imports to Brazil from Athens by 300%), Holland (in the process 
of constructing naval vessels for the Brazilian navy) and Japan. Japan gets 
sugar, cotton and recently some turbo-generators in exchange for important 
construction of naval vessels. Recently Brazil received two especially 
adapted transport ships which can be converted to troop carriers in a 
minimum time. Japan also has interests in raw materials and is conducting a 
search for coal and manganese in the lower Xingu River. 


THE HISPANIC AMERICAN BOOKSHELF 
by 
R. H. 


Lawrence and Sylvia Martin. THE STANDARD GUIDE TO MEXICO AND THE CARIBBEAN. 
1954-55 edition. New York. Funk and Wagnalls. 1954. Pp. 723. $4.95. 


Once more, it is evident that the day of Baedeker is past. This helpful 
vade-mecum gives an abundance of practical hints but only a minimum of 
cultural and historical information. It is written for people whose main 
concern is hotels, resorts, night clubs and shopping rather than for the ever 
smaller minority who bring to their travels some intellectual toughness and a 
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willingness to make an effort to discover the most significant rather than the 
most entertaining aspects of the countries visited. 


INTERRELATIONS OF CULTURES. THEIR CONTRIBUTION TO INTERNATIONAL UNDERSTAND- 
ING. Paris. UNESCO. Distributed in the U.S. by Columbia University Press. 


1953. Pp. 387. 


In this world survey of cultures, there are four essays of interest to 
Hispanic Americanists: Francisco Ayala, "The Place of Spanish Culture"; 
Silvio Zavala, "The Contact of Cultures in Mexican History"; Leopoldo Zea, 
"The Arcana of Spanish-American Culture"; and Pedro Bosch-Gimpera, "Spanish 
Problems through the Ages." This work reveals what might be called the anti- 
European complex of UNESCO. There are studies on the Orient, the United 
States, Latin America and the Negroes, but not one on the major civilizations 
of Europe. The basic concept of the book is hard to fathom, and the title is 
nebulous and clumsy. Does "their" refer to interrelations or cultures? 


VOX. DICCIONARIO GENERAL ILUSTRADO DE LA LENGUA ESPANOLA. Prdélogo de Ramon 
Menéndez Pidal. Segunda edicién, corregida y notablemente ampliada por Samuel 
Gili Gaya. Barcelona. Spes. 1953. Pp. 1815. 250 ptas. Available at Las 
Americas Publishing Company, 156 West 13th Street, New York 11, N.Y. 


Many Hispanists habitually use the Pequeno Larousse Ilustrado as a ready 
reference work for the Spanish language. Their attention should be called to 
the new edition of VOX. While it does not have an encyclopedia section 
comparable to that of the Larousse, it is substantially larger. It has well 
over 70,000 entries, as compared with some 50,000 in Larousse. There are 
useful drawings to illustrate vocabulary, and the printing is better than 
that of Larousse. Students should be encouraged to use an all-Spanish 
dictionary as opposed to a Spanish-English dictionary, and both Larousse and 
Vox may be recommended with confidence. The introductory statements by Ramén 
Menéndez Pidal and Samuel Gili Gaya give an interesting account of the 
criteria observed in this dictionary. ~ 


R. Trevor Davies. THE GOLDEN CENTURY OF SPAIN, 1501-1621. London. Macmilian 
1954. Pp. 327. $5.00. 


This unpretentious book is one of the most significant studies about the 
Spanish sixteenth century to appear in recent years. Most books about the 
period record events in a rather unintelligent way. In addition, there used 
to be, in the Black Legend tradition, liberal works pointing out the evils 
inflicted on the world by the Devil of the South. These have been replaced in 
recent years with the golden glow of Hispanidad-inspired stories which ruth- 
lessly suppress any suggestion that all that glitters is not gold. 
Mr. R. Trevor Davies, modern history tutor of St. Catherine's Society at 
Oxford University, analyzes the Siglo de Oro in order to clarify the basic 
economic, social and cultural issues of the period. It is an eminently fair 
book; for example, in the dispute between Philip II and Queen Elizabeth, he 
gives Philip the benefit of every possible doubt. If contemporary Spanish 
met would show equal fairness, the cause of international amity would 
profit. 


